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Science in National Security 


PRESENT STRENGTH AND FUTURE PLANS 
By DWIGHT D. EISENHOWER, President of the United States 


Delivered over Radio and Television, Washington, D. C., November 7, 1956 


in national security. Originally this talk was to be 

part of one | intend to make in Oklahoma City next 
week. However, | found that I could not possibly deal with 
the subject in just one address. So tonight I shall concentrate 
on the most immediate aspects of this question of the rela- 
tionship of science to the defenses of our country. 

First let me tell you what I'm going to do in this talk and 
in my next. 

I'm going to lay the facts before you—the rough with the 
smooth. Some of these security facts are reassuring; others are 
not—they are sternly demanding. 

Some require that we resolutely continue lines of action 
now well begun. Others require mew action, and still others 
new dimensions of effort. After putting these facts and require- 
ments before you, I shall propose a program of action—a pro- 
gram that will demand the energetic support of not just the 
Government but every American, if we are to make it suc- 
cessful. 

First then, some facts about our present security posture. 
It is one of great strength, but by no means should this assur- 
ance satisfy any of us. Our defenses must be adequate, not 
just today, but tomorrow and in all the years to come, until 
under the safety of these defenses, we shall have secured a 
durable and just peace for all the world. 

As of now, the United States is strong. Our nation has today, 
and has had for some years, enough power in its strategic 
retaliatory forces to bring near annihilation to the war-making 
capabilities of any country. 

This position of present strength did not come about by 
accident. The Korean War had the effect of greatly expanding 
our peacetime defense forces. As we began the partial 
demobilization of those forces we undertook also an acceler- 
ated program of modernization. 


M FELLOW CITIZENS: My subject tonight is science 


As a first step, scientific surveys were instituted soon after 
the Korean armistice. The result was a decision to give a 
“new look” to a defense establishment, depending for increased 
efficiency more upon modern science and less upon mere num- 
bers of men. 

In succeeding years there has been an across-the-board pro- 
gram to bring all units of our defense into line with the pos- 
sibilities of modern technology. There has been, also, a high 
level of expenditure on research and development for defense, 
now running in the aggregate that's something over five billion 
dollars a year. 

Other scientific surveys following the first one focused atten- 
tion and emphasis on long-range ballistic missiles. Develop- 
ment on these particular missiles got into high gear more than 
two years ago. We have since been spending a billion dollars 
a year on this item alone. 

Now before discussing some of the things we urgently 
need to do, I would like to give you a few samples of the 
things that have been done in recent years by our military 
forces, scientists and engineers to put current scientific dis- 
covery at the service of your defense. 


MISSILES 

In our diversified family of missiles, we have weapons 
adapted to every kind of distance, launching and use. There 
are now thirty-eight different types either in operation or 
under development. 

And almost one-third of these are in actual operation. 

All combat vessels of the Navy built since 1955 have guided 
missiles in place of, or to supplement guns. The Navy has in 
both oceans, submarines which can rise to the surface and 
launch, in a matter of minutes, a missile carrying a nuclear 
warhead and submerge immediately while the missile itself 
is guided to a target hundreds of miles away. 
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The Navy possesses atomic depth bombs. 

Since Korea, both the Army's and Navy's anti-aircraft guns 
have been largely replaced by surface-to-air missiles. All of 
our new interceptor aircraft are armed with air-to-air missiles. 

Many of the traditional functions of the ‘Army’s artillery 
and support aircraft have been taken over by guided missiles. 
For example, we have already produced, in various distance 
ranges, hundreds of Matador, Honest John and Corporal mis- 
siles. To give you some idea of what this means in terms of 
explosive power: Four battalions of Corporal missiles alone 
are equivalent in fire power to all the artillery used in World 
War II on all fronts. 

Some of these missiles have their own built-in mechanisms 
for seeking out and destroying a target many miles away. Thus, 
the other day, a Bomarc missile, by itself, sought out a fast- 
moving, unmanned airplane forty-five miles at sea and actually 
met it head-on. 

Except for a dwindling number of B-36s, there is hardly 
an airplane in the combat units of the Air Force that was in 
them even as late as the Korean war. 

The B-52 jet bomber, supported by its jet tankers, is stand- 
ard in our Strategic Air Command. Again, to show you what 
this means in terms of power: one B-52 can carry as much 
destructive capacity as was delivered by all the bombers in 
all the years of World War II combined. But the B-52 will, in 
turn, be succeeded by the B-58, a supersonic bomber. 


ATOMIC SUBMARINES 
Atomic submarines have been developed. One ran almost 
sixteen days recently without surfacing; another cruised under 
the polar ice cap for five days. 
A number of huge naval carriers are in operation, supplied 
with the most powerful nuclear weapons and bombers of great 


range to deliver them. Construction has started which will 
produce a carrier to be driven by atomic power. 

Since 1956 we have developed nuclear explosives with 
radioactive fall-out of less than 4 percent of the fall-out of 
previously built weapons. This has obvious importance in 
developing the nuclear defenses for use over our own territory. 

In numbers, our stock of nuclear weapons is so large and 
so rapidly growing that we have been able safely to disperse 
it tO positions assuring its instant availability against attack, 
and still keep strong reserves. Our scientists assure me that 
we are well ahead of the Soviets in the nuclear field, both in 
quantity and in quality. We intend to stay ahead. 

We have already shown that we can, with the precision to 
make it a useful military weapon, fire a large ballistic missile 
well over a thousand miles. Ballistic test missiles have had suc- 
cessful flights to as much as 3,500 miles. 

An intercontinental missile is required, and we have some 
of them in an advanced state of development. But, because of 
our many forward positions, some of them in the lands of our 
Allies, an intermediate range missile is for some purposes as 
good for us as an intercontinental one. 

Now a different kind of missile, the air-breathing Snark, 
really traveled over a guided course for 5,000 miles and was 
accurately placed on target. 

We have fired three rockets to heights between two and 
four thousand miles and have received back much valuable 
information about outer space. 


MISSILE RETURN SOLVED 
One difficult obstacle on the way to producing a useful 
long-range weapon is that of bringing a missile back from 
outer space without its burning up like a meteor because of 
friction with the earth's atmosphere. 
Our scientists and engineers have solved that problem. This 
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object here in my office is the nose cone of an experimental 
missile fired over a long distance. It has been hundreds of miles 
into the outer space and back. Here it is, completely unharmed, 
intact. 

These illustrations, which are of course only a small sample 
of our scientists’ accomplishments, 1 give you merely to show 
that our strength is not static but is constantly moving forward 
with technological improvement. 

Long-range ballistic missiles, as they exist today, do not 
cancel the destructive and deterrent power of our Strategic Air 
Force. 

The Soviet launching of earth satellites is an achievement 
of the first importance, and the scientists who brought it 
about deserve full credit and recognition. Already, useful new 
facts on outer space have been produced, and more are on the 
way, as new satellites with added instruments are launched. 

Earth satellites, in themselves, have no direct present effect 
upon the nation’s security. However, there is real military 
significance to these launchings, as I have previously mentioned 
publicly. Their current military significance lies in the ad- 
vanced techniques and the competence in military technology 
they imply. For example, the powerful propulsion equipment 
necessarily used. 

But in the main, the Soviets continue to concentrate on 
the development of war-making weapons and supporting 
industries. This, as well as their political attitude in all inter- 
national affairs, serves to warn us that Soviet expansionst aims 
have not changed. . 

The world has not forgotten the Soviet military invasions 
of such countries as Finland and Poland, their support of the 
war in Korea, or their use of force in their ruthless suppression 
of Hungarian freedom. 

Eternal vigilance and increased free world military power, 
backed by our combined economic and spiritual strength, 
provide the only answer to these threats until the Soviet leaders 
themselves cease to consume their resources in military and 
expansionist purposes and turn them to the well-being of 
their own peoples. 


CONTINENTAL DEFENSES 

We frankly recognize that the Soviets are building up types 
of power that could, if we were attacked, damage us seriously. 
This is because no defense system today can possibly be air- 
tight in preventing all break-throughs of planes and weapons. 

To aid in protecting against this, we, in partnership with 
Canada, have long been constructing a continental defense 
yystem reaching from far out in the Pacific around the northern 
edge of this continent and across the Atlantic approaches. 

This is a complex system of early warning radars, com- 
munication lines, electronic computers, supersonic aircraft and 
ground-to-air missiles, some with atomic warheads. This or- 
ganization and equipment is under constant improvement; em- 
phasis on this improvement must be increased. 

Now in addition to retaliatory and continental defense 
forces, we and our Allies maintain strong ground and naval 
units in strategic areas of the world. In the strength and readi- 
ness of all these various kinds of power—retaliatory, defensive 
and local—properly distributed and supported, lies the real 
deterrent to the outbreak of war. 

This fact brings home to all of us the tremendous impor- 
tance to this country of our Allies. Not only do they maintain 
large military forces as part of our combined security, but they 
provide vital bases and areas that permit the effective deploy- 
ment of all our forces for defense. 

It is my conviction, supported by trusted scientific and mili- 
tary advisers, that, although the Soviets are quite likely ahead 
in some missile and special areas and are obviously ahead of 
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us in satellite development, as of today the over-all military 
strength of the free world is distinctly greater than that of the 
Communist countries. 


THE FUTURE OUTLOOK 

We must see to it that whatever advantages they have, are 
temporary only. 

Now the next question is: How about the future? 

I must say to you, in all gravity, that in spite of both the 
present over-all strength and the forward momentum of our 
defense, it is entirely possible that in the years ahead we 
could fall behind. I repeat: we could fall behind—unless we 
now face up to certain pressing requirements and set out to 
meet them promptly. 

I address myself now to this problem knowing that for 
every American it surmounts any divisive influence among us 
of whatever kind. 

It reminds us once again that when our security is involved 
we are not partisans of any kind, we are Americans! We will 
close ranks as Americans, and get on with the job to be done. 

According to my scientific friends, one of our greatest 
and most glaring deficiencies is the failure of us in this coun- 
try to give high priority enough to scientific education and 
to the place of science in our national life. 

Of course, these scientists in making that judgment properly 
assume that we shall continue to acquire the most modern 
weapons in adequate numbers as fast as they are produced; 
but their conviction does expose one great future danger that 
no amount of money or resources currently devoted to it can 
fully meet. Education requires time, incentive and skilled 
teachers. 

They believe that a second critical need is that of giving 
higher priority, both public and private, to basic research. 

As to these long-range requirements, I shall have something 
to say next week. 

Tonight I shall discuss two other factors on which prompt 
action is possible. 

The first is the tragic failure to secure the great benefits that 
would flow from mutual sharing of appropriate scientific 
information and effort among friendly countries. 

Most great scientific advances of the world have been the 
product of free international exchange of ideas. There is 
hardly a nation that has not made some significant contribu- 
tion to modern science. 

There instantly come to mind the contributions of Britain 
to jet propulsion, radar and infra-red rays; Germany to roc- 
ketry, X-rays and sulfa drugs; Italy to wireless telegraphy; 
France to radioactivity, and Japan to magnetics. 

In the free world, all have a lot to give and a lot to gain 
in security through the pooling of scientific effort. Why should 
we deny to our friends information that we are sure the 
Soviets already have?—information our friends could use 
toward our common security. 

Why, for want of the fullest practicable sharing, should 
we waste American research funds and talent struggling with 
technological problems already mastered by our friends? 

Here is one way in which, at no cost, we can dramatically 
and quickly magnify the scientific resources at the disposal of 
the free world. 

The second immediate requirement is that of greater con- 
centration of effort and improved arrangements within the 
Government in the field of science, technology and missiles— 
and including the continuing requirement for the closest kind 
of executive-legislative cooperation. 


RECENT ACTIONS 
As to action: I report the following items to you tonight. 


VITAL SPEECHES OF THE DAY 


The first thing I have done is to make sure that the very 
best thought and advice that the scientific community can 
supply, heretofore provided to me on an informal basis, is now 
fully organized and formalized so that no gap can occur. The 
purpose is to make it possible for me, personally, whenever 
there appears to be an unnecessary delay in our development 
system, to act promptly and decisively. 

To that end, I have created a new office called the office 
of Special Assistant to the President for Science and Tech- 
nology. This man, who will be aided by a staff of scientists 
and a strong advisory group of outstanding experts reporting 
to him and to me, will have the active responsibility of help- 
ing me follow through on the program of scientific improve- 
ment of our defenses. 

I am glad to be able to tell you that this position has been 
accepted by Dr. James R. Killian, president of the Massachu- 
setts Institute of Technology. He is a man who holds my con- 
fidence and enjoys the confidence of his colleagues in the 
scientific and engineering world, and in the Government. 

Through him I intend to be assured that the entire pro- 
gram is carried forward in closely integrated fashion. He will 
help to see that such things as alleged interservice competition 
or insufficient use of overtime shall not be allowed to create 
even the suspicion of harm to our scientific and development 
program. 

Moreover, Dr. Killian will see to it that those projects which 
experts judge have the highest potential shall advance with the 
utmost possible speed. He will make sure that our best talent 
and the full mecessary resources are applied on certain high- 
priority top-secret items which for security reasons I know 
you will not expect me to enumerate. 

In looking to Dr. Killian to discharge these responsibilities, 
I know that he will draw upon the full abilities of the scien- 
tists and engineers of our whole country. 

Second: In the Defense Department is an official, directly 
responsible to the Secretary, in charge of missile development. 
I have directed that the Secretary make certain that the guided 
missile director is clothed with all the authority that the Sec- 
retary himself possesses in this field, Dr. Killian will, of 
course, work intimately with this official. 

Third: The Secretary of Defense and I have agreed that 
any new missile or related program hereafter originated will, 
whenever practicable, be put under a single manager and 
administered without regard to the separate services. 

Fourth: There will be laid before the Congress proposed 
legislation to remove legal barriers to the exchange of appro- 
priate technological information with friendly countries. 

Fifth: If the necessary authority is granted, I shall support, 
along the lines of the agreement reached recently with Prime 
Minister Macmillan, a scientific committee organized within 
NATO to carry out an enlarged Atlantic effort in research. 
Similar action in SEATO and comparable organizations will 
be studied. 

These matters will be discussed in my forthcoming biparti- 
san meeting with the leaders of Congress. They will be re- 
quired to consider every feasible step to hasten needed lgis- 
lative action. And I should like to report to you that on both 
sides of the aisle, down in Congress, the leaders have accepted 
my invitation to come with alacrity and with goodwill. 

These, my friends, are the most immediate steps that are 
under way in scientific areas as they bear upon security. 

But even in two talks I cannot, by any means, cover the 
entire subject of defense, but only selected questions of press- 
ing and current importance. 

Accordingly, I am not at this time even alluding to a num- 
ber of key items bearing strongly on our security, such as 
mutual aid and civil defense. 
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Likewise, I have not dwelt upon the urgent need for greater 
dispersal in the Strategic Air Command, or for providing all 
the means that will enable airplanes to take off in the shortest 
possible time after receipt of warning. 

In this whole effort it is important to see that nothing is 
wasted on nonessentials. Defense today is expensive, and be- 
coming more so. We cannot afford waste. 

It misses the whole point to say that we must now increase 
our expenditures on all kinds of military hardware and defense 
—as, for example, to heed demands recently made that we 
restore all personnel cuts made in the armed forces. 

Certainly, we need to feel a sense of urgency. But this does 
not mean that we should mount our charger and try to ride 
off in all directions at once. 

We must clearly identify the exact and critical needs that 
have to be met. We must then apply our resources at that 
point as fully as the need demands. This means selectivity in 
national expenditures of all kinds. We cannot on an unlimited 
scale have both what we must have and what we would like 
to have. 

We can have a sound defense, and the sound economy on 
which it rests—if we set our priorities and stick to them and 
if each of us is ready to carry his own share of the burden 
willingly and without complaint. 


MORE TO SCIENCE AND DEFENSE 


In conclusion: Although for tonight’s purposes I stress 
the influence of science on defense, I am not forgetting that 
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there is much more to science than its function in strengthen- 
ing our defense and much more to our defense than the part 
played by science. 

The peaceful contributions of science—to healing, to enrich- 
ing life, to freeing the spirit—these are the most important 
products of the conquest of nature’s secrets. And as to our 
security, the spiritual powers of a nation—its underlying reli- 
gious faith, its self-reliance, its capacity for intelligent sacrifice 
—these are the most important stones in any defense structure. 

Above all, let me say for all to hear: so far as we are con- 
cerned, the amassing of military might never has been—and 
never will be—devoted to any other end than defense and 
the preservation of a just peace. 

What the world needs today even more than a giant leap 
into Outer space, is a giant step toward peace. Time and again 
we have demonstrated our eagerness to take such a step. 

As a start in this direction, I urge the Soviets now to align 
themselves with the practical and workable disarmament pro- 
posals, approved yesterday by a large majority in the United 
Nations. 

Never shall we cease to hope and work for the coming of 
the day when enduring peace will take these military burdens 
from the backs of men, and when the scientist can give his 
full attention, not to human destruction, but to human hap- 
piness and betterment. 

Thank you. 

Good night. 


The Moral Basis of A Free Society 


THE FIGHT FOR FREEDOM 
By HOWARD E. KERSHNER, L.H.D.; President, Christian Freedom Foundation, Inc., New York, N. Y. 


Delivered as Commencement Address, Grove City College, Grove City, Pennsylvania, June 8, 1957 


sat where you sit today. The world then was very dif- 

ferent from the world today. No one could possibly have 
foreseen the changes that have taken place in my generation. 
No one can foretell what will happen in yours. One thing 
seems certain, the rate of change is accelerating. 

During my school days we were taught that freedom had 
come into the world to stay and that free government, such as 
we have enjoyed in our country, would gradually be extended 
until it covered the whole world. We took freedom for granted 
and did not sense the danger of losing it nor the urgent im- 
portance of seeking diligently to defend and preserve it. 

About a quarter of a century ago I began to see that free- 
dom was in danger, that it was even then slipping away from 
us. I became concerned that we might lose our precious 
heritage and slip back under the waves of some form of 
totalitarian tyranny for one or more long periods of time be- 
fore mankind finally achieved the integrity and knowledge 
necessary to preserve freedom, free government and economic 
well-being. 

When the communists conquered China, I asked an old 
Chinese friend of mine how long he thought their rule would 
endure. “I don’t know” he replied, “but it is only temporary.” 

“But tell me how long it must be endured,” I said. 

“I do not know how it will last in years” he replied “but 
if I must make a guess I would say possibly four hundred 
years.” 


Pies vtec von years ago, young ladies and gentlemen, I 


THE FIGHT FoR FREEDOM 

We also might lose our freedom for one or more long periods. 
The fight for liberty is as old as human history. We learn from 
receritly deciphered clay tablets that the people of ancient 
Sumer were plagued by an excessive number of bureaucrats, 
exorbitantly high taxes, and intensive regulations which made 
life miserable, reducing many to almost the status of slaves. 
We learn also that they rebelled against this tyranny and from 
time to time rewon a considerable measure of their freedom, 
dismissed most of the bureaucrats, freed themselves from con- 
trols, and enjoyed surcease from oppressive taxation. Then 
freedom would be lost as government tyranny again prevailed. 
We find, from a study of the past, that the battle for freedom 
has ebbed and flowed from the beginning of recorded history. 
My generation lost; yours must try again. 

We shall better understand our situation, I think, if we 
search for the source of freedom. If we find from whence it 
came, we shall be able better to protect and defend it. 


THE SOURCE OF FREEDOM 

Freedom was inherent in the act of creation. God created us 
as free moral agents, with the power to choose between right 
and wrong. Freedom is possible for men who choose the right. 
Tyranny, suppression and slavery is the lot of men who choose 
the wrong. William Penn summed it up accurately when he 
said, “If men will not be governed by God, then they must be 
ruled by tyrants.” 
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Some thirty-two hundred years ago the highest-leve! con- 
ference in the history of the world was held at the top of 
Mount Sinai. God was present and the charter of our liberties 
was formulated. Freedom was born the day Moses came down 
from Sinai bearing the Ten Commandments. There had been 
glimpses of it before, but the battle for freedom as an ideal 
for all men was made possible wiren the principles set forth 
in the Ten Commandments began to take hold of the minds 
of men. 

Let us consider the relationship of these Commandments to 
human affairs. 

No OTHER Gops 
THE FIRST and great Commandment. “Thou shalt have no 
other Gods before Me.” What does this mean? Simply this, 
that we must not allow pride, ambition, love of money, power, 
vengeance or self-gratification of any kind to come between 
us and the highest ethical vision of which we are capable. 

If a candidate is so eager for public office that he deceives 
the electorate in order to win, ambition is his god. If a man 
so greatly desires financial success that he resorts to unethical 
practices, money is his god. If a man is so determined to 
gratify his passion that he betrays a woman, lust is his god. 
If a woman is so interested in social position that she neglects 
her family, pride is her god. In all such cases we are placing 
false gods before the true God and as ethical standards break 
down, society crumbles. 

When men are not governed by loyalty to God, to fixed 
and unchanging moral ideals—something far greater and 
more important than themselves, there is no power that can 
prevent the strong from gratifying their selfish desires and 
taking what they want wherever and however they can. The 
result is exploitation and enslavement of the weak. 

The moment the startling conception of God’s supremacy 
and of man’s loyalty to Him gains the allegiance of the human 
heart, the basis for human exploitation is destroyed. Until the 
coming of the First and great Commandment, and long after, 
the strong enslaved their fellows and ruled over them. The less 
able served their masters without question. Then came this 
great concept of the supremacy of God over all, and gradually 
it began to seep into the minds and hearts of men that they 
owed supreme loyalty to God. 

As this thought grew tyrants sat more and more uneasily on 
their thrones. If God were the keeper of one’s conscience, a 
man could not harm his fellows, even at the command of his 
rulers. God replaced the tyrant as the arbiter between men, 
there emerged the vision of man as a free being, entitled to 
function under his conscience as God's creature whom no other 
man had a right to command, oppress, persecute, exploit or 
enslave. 

NEGATED By STATISM 

Statism is the negation of this Commandment; it makes the 
state and not God the supreme authority over men. The 
blasphemous totalitarian state exalts itself to usurp the place of 
God; that is what the devil sought to do, and for that reason he 
was cast out of heaven. Now he has donned the seductive attire 
of socialism, government-planned economy, “the welfare state,” 
communism or collectivism under some other euphonious 
name and emerges in this new guise to dethrone and enslave 
men. 

Refusing to recognize that men are created in the image 
of God and putting our own desires and ambitions in the place 
of God's plan for us—that is, having other gods in place of 
the true God—is the basic reason why freedom is slipping 
away from us. The First and great Commandment marked the 
emergence of the idea that no man was to be exploited by 
his fellows because that would be putting the false god of 
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selfishness in place of the real God. Upon this declaration 
independence and freedom of the individual were established. 
It limited the right of the group to control him,and marked the 
beginning of a long struggle to make good this freedom. The 
fight between statism and individualism is a part of the age- 
old struggle berween God and the devil for possession of the 
souls of men. Under an individualistic system a man may 
choose to be loyal to God. Under statism, if he wishes to live 
he must be loyal to the state; i.e, to other men who assume 
the right to control, rule and enslave him. Therefore, only 
moral men, that is men whose supreme loyalty is to God and 
not to the state, can be free. 


SERVE NO OTHER 
THE SECOND Commandment is like unto the first: “Thou 
shalt not make unto thee any graven image... .” nor “. . 
bow down thyself to serve them.” It tells us simply and 
directly that we must not hold in our hearts any desire or 
ambition—that is to say, graven image—contrary to the will 
of God, or serve these man-selected gods in preference to the 
true God. 

Must Not Covet 
THE TENTH Commandment: “Thou shall not covet.” A 
majority of the people today are attempting to rewrite this 
Commandment to read: “Thou shalt not covet, except that 
portion of thy neighbor's wealth which exceeds thine own.” 

Of course we ordinary people don’t covet each other's pos- 
sessions. I don’t covet your watch. You don’t covet my type- 
writer. But many of us are inclined to feel in our hearts that 
the rich man living over there on the hill does not know how 
to use his wealth and that we could do it much better. We 
persuade ourselves that it will be better for all concerned if we 
relieve him of some of his heavy responsibilities by deciding 
ourselves how his wealth ought to be used, and by seizing it 
through the coercive power of the state. If that modified form 
of the Commandment be permanently accepted it will destroy 
our civilization. It will result in the seizure and expenditure 
of all wealth above the average level. That would stop the 
process of capital formation, leaving no adequate means of 
maintaining or building up the vast capital equipment neces- 
sary to produce wealth in sufficient abundance to maintain 
our Civilization. Moreover, it would destroy incentive to effort 
and would greatly limit the capacity of our most gifted 
men to improve the lot of their fellows through the accumu- 
lation and abit management of large resources. Still worse, 
we would all be so busily engaged in taking wealth from one 
another that little effort would be directed toward the produc- 
tion of new wealth. A sharp decline in the scale of living and 
an increase in suffering would result. 

Jesus lived amid poverty but He did not covet the wealth 
of anyone nor seek legislation to dispossess him of it. You 
remember the rich young ruler who turned away sorrowfully 
when Jesus told him to give his wealth to the poor. Jesus 
might have instructed His disciples to disposses the young 
man and to distribute his goods to the needy, but He did not 
do that. He was content to wait until the appeal of His mes- 
sage entered the heart. 

Jesus said if He were lifted up He would draw ali men 
unto Him. He did not say that He would draw 51 per cent 
and that the others would be coerced. He never sought to 
coerce anyone. 

When a certain man said to Jesus, “Master, speak to my 
brother, that he divide the inheritance with me,” Jesus said, 
“Man, who made me a divider over you? . . . take heed and 
beware covetousness.” (Luke 12: 13-14) 

Jesus knew that if the hearts of men were changed they 
would become good stewards to God and would provide gen- 
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erously for the care of the unfortunate. He knew that right- 
eousness and justice could never be achieved by the coercive 
power of government. 

THE NINTH Commandment: “Thou shalt not bear false 
witness.” Today we are attempting to revise this Command- 
ment to read: “Thou shalt not bear false witness except when 
it is necessary to win an election or a case in court.” If men 
are not truthful, one cannot determine the facts of any situ- 
ation. That makes intelligent action impossible. Placing one's 
hand on the Bible and taking an oath or an affirmation to tell 
the truth is of no avail if one does not believe the Bible or 
the God revealed in it. Why do we have so much perjury? 
Because men do not reverence this Commandment. 

If officials will not do as they promise before election, how 
can we choose men for public office who will carry out the 
will of the people? If men do not tell the truth in the court- 
room, how can judges and juries administer justice? If men 
do not tell the truth in business, commerce breaks down. 
Truthfulness is essential in a free association of self-governing 
men. Without it there can be no freedom, and tyranny and 
oppression will surely prevail. Breach this one Commandment, 
or indeed any one of the Ten, and the foundations of civilized 
society crumble. Men must iearn to speak the truth and obey 
the other Commandments or resign themselves to a master- 
and-slave relationship. 

See how far we have departed from this ideal. We condone 
candidates for office when they indulge in what is called 
“campaign oratory.” We excuse them from speaking truth- 
fully. To show how this great Commandment has been disre- 
garded and violated, we smile and joke about it. We allow wit- 
nesses to invoke the Fifth Amendment when self-incrimina- 
tion is not at stake, merely to avoid telling the truth. 


CAN MAJorITY STEAL MORALLY? 

THE EIGHTH Commandment: “Thou shall not steal.” 
By general agreement, that plank in the freedom platform 
seems to have been rewritten to read: “Thou shalt not steal, 
except when a majority or at least a plurality favor it.” But 
the Commandment does not say that. Majorities have seldom 
been the custodians of our great truths. If Moses had taken a 
majority of the people with him to the top of Mount Sinai, 
would they ever have come down with the Ten Command- 
ments? If he had submitted this great document to a vote, as 
the children of Israel danced about the golden calf, would a 
majority have favored it? There probably never would have 
been a decalogue had it depended upon the adherence of a 
majority. Majorities do not determine right and wrong. Right 
is right, though everyone votes against it, and wrong is 
wrong, though all but God favor it. 

If Luther had waited for a majority, he never would have 
nailed his Ninety-five Theses to the door. Suppose Paul had 
waited for majority approval before writing his Epistles, or 
Jesus had been unwilling to preach His great Sermon on the 
Mount until He had aula: majority approval of its ideals. 
The majority cried, “Crucify Him,” but truth, nevertheless, 
hung with Jesus alone on the Cross. 

In the moral realm, we must look to God and not to majori- 
ties. The voices of the seers, prophets, the disciples, and the 
words of Jesus, the Son of God, as recorded in the Bible— 
these, and not majority opinions, are our guides to moral 
truth. No majority can repeal or amend the Ten Command- 
ments. It can disregard them and suffer the penalty, but it 
cannot change them. They remain as they are—God’s laws. 
They mean what they say and the penalty for failure to observe 
them is destruction. 

Of course, you would not take my property and I would not 
take yours. Neither would we gang up with a group of our 
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fellows to dispossess a third party. But we seem to think that 
if we form a political group and gain control of government 
we have a right to dispossess our fellows up to 91 per cent of 
their income and 75 per cent of their wealth after death. 

What is the essential moral difference between taking 
another's wealth individually and voting to have government 
do it? The latter is orderly, while the former is risky. It is 
safer to hand the club to the policeman and let him do the 
dirty work; the one being robbed might fight back. The whole 
process is not so messy when government does the stealing, 
but is it any less a violation of the moral law? To be sure, 
we believe in majority rule but majorities are limited by the 
laws of God. No majority ever had or ever will have a right 
to violate any one of God's laws and “Thou shalt not steal” 
is one of them. 

Moreover, when government seizes the wealth of its citizens 
in an effort to equalize or redistribute property, the individual 
is easily led to believe that he is only helping his government 
if he does a little equalizing and redistributing on his own. 
Do you see crimes of violence increasing? I tell you one of 
the principal reasons for it is that government has set the 
pattern. As we sow, so shall we reap. 


MANY Ways To KILL 

THE SIXTH Commandment: “Thou shall nor kill,” is 
rather obvious. If men constantly fear for the lives of their 
families and themselves, they will have little time for cultural 
pursuits and for the production of wealth in substantial 
quantity. This Commandment goes far beyond the actual 
taking of life and, in my judgment, includes harsh, cruel and 
vindictive treatment, one of another. While these attitudes 
destroy life more slowly, they nevertheless do destroy it. 
Hatred and vengeance are forms of murder; so are persecu- 
tion, vilification, slander, smearing and abuse. If a civilized 
society is to prosper, we must rise above such levels and learn 
to be kind and tolerant toward other men as long as they are 
not injuring their fellows. 


IMPORTANCE OF THE SEVENTH COMMANDMENT 


THE SEVENTH Commandment: “Thou shall not commit 
adultery.” You may say, “That is a personal matter. What has 
it to do with freedom, prosperity and free government?” 

Refraining from sexual promiscuity eliminates a powerful, 
disorganizing influence in the lives of men and women, and 
frees them from tension and anxiety. It enables them to 
integrate their personalities and focus their energies upon 
more important affairs. If men acd women are not sure of 
security in their homes and fail to cherish the sacredness of 
family relationships, the resulting worry and confusion will 
greatly diminish their constructive efforts. If this Command- 
ment is not obeyed, there will be little respect or safety for 
women, and they will become slaves once more as they were 
before the rise of Christianity. Confidence and cooperation 
between men would decline and disappear. Unless men, gen- 
erally speaking, agree to keep this Commandment, there will 
be constant quarreling sad Abeing among them. As we see 
in the animal world around us, they would fight and kill each 
other for dominance in the world of women, leaving insuffi- 
cient muscle and brain-power to create and maintain a civili- 
zation. The Seventh Commandment, like all the others, is 
essential to the well-being of man and to the preservation of 
civilization. 

THAT THy Days MAy BE LONG 

THE FIFTH Commandment: “Honor thy father and thy 
mother.” Again you say, “What has a matter of filial attitude 
to do with freedom and economic well-being?” It has just 
about everything to do with it. Why should we honor our 
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fathers and our mothers? Because they deserve it? That's not 
the main reason. Read the whole Commandment. “Honor thy 
father and thy mother that thy days may be long upon the 
land which the Lord, thy God, giveth thee.” 

Obviously, this Commandment is directed not so much 
toward making life pleasant and happy for our parents, but 
rather for our own benefit. We are to honor our parents in 
order that our days may be long and that we may prosper. 
Literally, it means that we should learn all we can from our 
parents, grandparents, and our ancestors as well as from his- 
tory in order that we may not repeat the mistakes that our 
forebears made, but rather may profit from their experience 
and not waste our time re-learning things already known. 

My son should start from my shoulders and go on up. There 
is no need for him to begin at the level on which I stand 
and repeat my trial-and-error struggles. By respecting truth 
already learned and profiting from past experience, the human 
race may progress rapidly rather than waste its time and 
energy in going over the same ground already trod. 

We know from history that sound money is essential to 
civilization, yet we go on tinkering with our monetary system 
hoping to find some way to have more than we produce. We 
know that inflation has destroyed one civilization after 
another, yet we go rushing headlong into it. We are violating 
this Commandment today. We are not profiting from the 
mistakes of the past and our days of freedom and well-being 
are not going to be long on the land which the Lord, our God, 
gave us. 

We know that when the powers and functions of govern- 
ment are unduly expanded men lose their freedom and tyrants 
seize power, and oppress them. History is replete with ex- 
amples, stark and detailed, showing how this has happened, 
yet we go on traveling the same road at an ever-increasing 
speed 

We know that the nations which forget God perish. Yet 
we are driving God, the Bible, and religious teaching out of 
the public schools. If God is neglected for five days in the 
important area of the child’s life which the school occupies, 
we cannot hope to convince him on the other two days that 
God is the most important thing in his life. 

If we will not keep this Commandment, if we will not 
learn from the past, we shall go the way of more than a score 
of civilizations which have preceded us to oblivion. 


PROFANITY DEGRADES GOD 
THE THIRD Commandment: “Thou shalt not take the 
name of the Lord thy God in vain.” In other words, we must 
reverence and respect Him. The man whose language is filled 
with oaths has degraded God to the vulgar commonplace. He 
cannot have respect for the Supreme Being of the universe 
when he drags His name through the slime of vulgarity, anger 
and cheap, irresponsible talk. We need to treat God with 
dignity, reverence and great respect. Thoughtlessly and care- 
lessly taking His name in vain destroys the image of the 
glory, light, power, majesty and holiness of God which should 
govern, influence and control every thought and act of our 
lives. 
SUPREME IMPORTANCE OF WORSHIP 

THE FOURTH Commandment: “Remember the Sabbath 
day, to keep it holy.” “What has that to do with self-govern- 
ment and freedom?” you say. “If one wishes to work or play 
on Sunday, that is his business. It affects no one else.” But if 
we think hard, I believe we shall see that this Commandment 
is of tremendous importance; in fact, it is basic to all the 
others. Only by the worsh’p of God can we keep plain the 
vision in our hearts of the moral law so that it becomes a 
motivating force in our lives. If we do not reserve at least a 
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substantial portion of the Sabbath day to nurture our souls, 
we need not expect to grow in grace and spiritual power. The 
moral law will reign in the hearts of men only so long as they 
faithfully worship its author, God. 

Worship is the most constructive act of man. Abraham 
worshiped God for many years before he was led out of Ur 
of the Chaldees to become the founder of a great nation and 
a great religion. In all his travels, so the record tells us, the 
first thing he did upon arriving at a new location was to build 
an altar unto the Lord. Worship was the central motivating 
and controlling force .a his life. 

Moses worshiped God for forty years in the wilderness 
before he saw Him revealed in the burning bush. God was 
there all the time but long years of worship were needed to 
develop sufficient sensitivity to see Him. Likewise, our per- 
ception of God can be developed only through devout, long- 
continued worship of Him. 

After half a century of worship and a long time on the top 
of Sinai, Moses acquired sufficient spiritual vision to become 
the instrument for transmitting to men the laws of God which 
we know as the Ten Commandments. Even so, when he came 
down from the mountain and saw the children of Israel danc- 
ing in revelry and wantonness around the golden calf, the 
beauty and majesty of God which he had seen in deep worship 
faded from his mind and the Ten Commandments were 
smashed to bits. Moses had to retrace his steps back up the 
mountain and worship God another long period of time in 
order to restore the vision and get a new copy of the moral 
law. 

Even Jesus Christ, strong as he was spiritually, found it 
necessary to go apart frequently and to remain for long periods 
of time, sometimes all night and sometimes many days, in 
concentrated worship of God. 


DISCIPLINE, INTERNAL OR EXTERNAL 
If men do not voluntarily discipline themselves by loyalty 
to the laws of God, then they murt be disciplined by the secret 
police and the iron heel of authoritarian government. Dis- 
cipline there must be if organized society is to be carried on. 

Failure to observe this Commandment and neglecting to 
reserve time for devout worship of God will destroy our 
civilization. Every one of the Ten Commandments is essential; 
should even one be removed or ignored, the arch will fall. 
They are of Divine origin, not human, and we neglect them, 
or any one of them, at grave peril to our well-being and even 
to our lives. 

The Ten Commandments are not folkways to be amended 
or repealed with the changing mores of men. God’s laws are 
unalterable. One may neglect or ignore them but that does not 
change them or absolve those who violate them from suffer- 
ing the consequences. Professor Kinsey proved that a lot of 
people were committing adultery but that in no wise changed 
or altered the Seventh Commandment, nor mitigated the 
penalty accruing to those who violate it. 

“Blessed is the man that walketh not in the counsel of 
the ungodly, nor standeth in the way of sinners, nor 
sitteth in the seat of the scornful. 

“But his delight is in the law of the Lord: and in His 
law doth he meditate day and night. 

“And he shall be like a tree planted by the rivers of 
water, that bringeth forth his fruit in his season: his leaf 
also shall not wither; and whatsoever he doeth shall 
prosper. : 

“The ungodly are not so; but we are like the chaff 
which the wind driveth away. 

“Therefore the ungodly shall not stand in the judg- 
ment, nor sinners in the congregation of the righteous. 
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“For the Lord knoweth the way of the righteous: but 
the way of the ungodly shall perish.” (Psalms 1) 


MUST KEEP THE WHOLE LAW 


The more we study the Ten Commandments, the more we 
perceive how basically important they are to the maintenance 
of freedom and of a desirable society. Breach the moral law, 
in even one important respect, and a free civilization such as 
we enjoy cannot endure. We have seen how the violation of 
the First and great Commandment results in the enslavement 
of the weak. Bearing false witness makes impossible justice, 
self-government and satisfactory business relationships. Theft, 
coveting and adultery all destroy the basis for harmonious and 
satisfactory human relationships. 

If men are not going to be self-reliant, thrifty, honest, fair, 
generous, truthful, just, kind and considerate of one another, 
there is no hope of maintaining freedom and self-govern- 
ment. Only eternal commitment to eternal right can control 
the strong, protect the weak, and make possible the achieve- 
ment of happiness and well-being on earth. 

How thin is the dike that holds back savagery! How careful 
we ought to be to protect and strengthen it! Only men’s loyalty 
to the ideals, thundered at us by a long line of prophets begin- 
ning on Mount Sinai, stands between us and reversion to the 
cruelties and hardships of savagery. The only hope that we 
shall not meet the same fate of civilizations that have preceded 
ours is to buckle on the whole armor of God and to press 
forward in the process of making our lives conform to the 
principles of the Christian religion. 

Thirty-two hundred years ago God's moral law was given to 
men. Since then it has been interpreted and emphasized by 
the sages and saints. There was, however, little change in 
human relationships for many centuries. Gradually a fact, 
now known to all of us, became apparent: that law does not 


change human hearts. Righteousness and justice cannot be 
achieved by legislation and the power of government. 


CHANGED HEARTS CHANGE INSTITUTIONS 

Finally, in the fullness of time and in accordance with the 
plan of God, Jesus Christ came into the world, lifted up the 
law, glorified it and began the process of writing it into the 
hearts of men. When men are changed by loyalty to Jesus 
Christ, they change their own institutions. What law cannot 
do, reborn men freely and voluntarily accomplish. They need 
not be driven by police power, but they do it gladly because 
the desire is in their hearts. Putting the “want to” into the 
human heart so that men do right because they desire to do 
it rather than by compulsion of the law was, in my judgment, 
the greatest revolution in the history of mankind. 

As loyalty to Jesus Christ grew in the minds and hearts of 
men, the ideal of freedom grew with it; prior to that time 
it was almost unknown in the world. There were a few free 
Greeks and a few free Romans but the rest were slaves. Free- 
dom, as a possibility for all men, awaited the acceptance of 
the principles of the Christian religion. Freedom and self- 
government will disappear from the world if the Christian 
religion declines. 

Economic prosperity and more satisfactory living arose only 
after Christianity was, to some degree at least, accepted. Men 
do not produuce abundantly when laboring as slaves or under 
the regimentation and control of an authoritarian govern- 
ment. Only free men create wealth in sufficient abundance to 
give rise to the hope that poverty can be conquered. 

The right of men to accumulate and enjoy property is based 
squarely upon the moral law, but unless men are quite certain 
of this right, few will work hard to gain wealth. Under such 
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conditions the formation of capital is slow and entirely 
inadequate to support a Civilization. 

Our whole thesis this morning can be summed up in the 
following statements: 

We all desire higher living standards—more wealth. 
Only free men can produce wealth abundantly. 
Only moral men can be free. 
Only those who worship God can maintain moral 
standards. 
The worship of God is, therefore, the most important 
act of man. 
It is the sime qua non of spiritual and material well- 
being. 
INFLATION VIOLATES MORAL LAW 
Turn now to a consideration of how unsound, unsatisfactory, 
and destructive economic practices are basically violations of 
the moral law. 

We all know that inflation brings disaster. We are not so 
well aware of the fact that it is a violation of the Command- 
ments against bearing false witness, coveting and stealing. 

In its most fundamental sense, inflation is increasing the 
supply of money by maintaining that something is money 
when in reality it is not money. In ancient times inflation was 
brought about by melting gold and silver coins, and recasting 
them, heavily alloyed with baser metals, and then claiming 
that the new coin, say, one-third gold and two-thirds copper, 
was worth just as much as a 100 per cent gold coin. That, of 
course, was bearing false witness. It was a violation of the 
moral law. It was based on coveting in that the government 
which did it hoped to acquire some of the wealth of its citizens 
without honestly paying for it. It was stealing. 

Another ancient form of inflation was clipping away the 
edges of coins and using the clippings to make new coins. 
The government would then decree that a coin half clipped 
away was worth as much as a whole coin. That too, was a 
lie inspired by the covetousness of a government which wanted 
to use the diminished coin as a means of seizing the property 
of its citizens. 

As is always true of inflation, neither of these methods was 
successful. They caused rising prices, accumulating debts, and 
demonstrated Gresham's Law that bad money always drives out 
good money. Governments which practiced such inflationary 
methods were denuded of gold and silver, and the civilizations 
perished because the moral law of God* had been violated. 


MODERN METHOD Is WORSE 

The modern method of inflation is to print paper and claim 
that it is money. This made the deception complete. At least 
the old debased or clipped coin had some precious metal in 
it, but the modern paper currency has been debased 100 per 
cent. Paper currency is really money only when it can be 
converted into gold, silver, or something of intrinsic value. 
At present the paper currencies of most nations, including our 
own, are not redeemable in gold or silver or anything of 
intrinsic value. (A foreigner holding U. S. currency can 
exchange it for gold but an American citizen cannot do so.) 
These currencies are the living embodiment of the bearing of 
false witness and their existence shows that the governments 
issuing them are resorting to a legal but immoral means of 
seizing the wealth of their citizens. 

When a government increases the quantity of money, it 
lowers the value of the monetary unit and in a very real 
sense steals a portion of the property of every citizen who 
has been thrifty and accumulated dollars in savings or com- 
mercial banks, life insurance, bonds, mortgages, annuities, and 
other forms of dollar wealth. When a man owns a thousand- 
dollar bond or mortgage, has $1,000 in the bank or £1,000 
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of value in an annuity or life insurance policy, and the gov- 
ernment increases the supply of money sufficiently to cut the 
purchasing power of the dollar by half, in very truth it steals 
half of the property of this thrifty citizen. Because govern- 
ments want more money, they inflate the currency, the credit, 
or both; that is, they issue a greater quantity of money and 
thus take the substance of their people. 


WHY WE HAVE INFLATION 
Governments resort to dishonesty in fiscal affairs because 
they want the property of their substantial and thrifty citizens 
in order to maintain their popularity by giving handouts, sub- 
sidies and payments of numerous kinds in exchange for votes. 
They claim that the fiat money produced by the printing press 
is real money. They are bearing false witness and there can 
be but one end to their actions. It has happened over and over 
throughout recorded history and it is happening again before 
our eyes. Bearing false witness in fiscal affairs will destroy 
the monetary unit of any government which practices it. There 
have not been, nor will there be, any exceptions. God’s Com- 
mandments against bearing false witness, coveting and stealing 
cannot be repealed, modified nor amended in any respect. We 
observe them and prosper, or we violate them and suffer 
disaster. 
MORAL AND ECONOMIC LAW THE SAME 


God's moral law and His ecomomic laws are one and the 
same. It is an observable fact that throughout all history 
periods of sound money have been periods of moral advance, 
and periods of unsound, inflatable, dishonest money have been 
periods of moral decline. One may not choose to observe some 
of the Ten Commandments and ignore the others, for if we 
ignore one of them it is like taking a stone from the arch— 
the structure collapses. 

When my wife and I were married forty-two years ago, 
we had sound money in this country. We looked ahead forty 
years and said to ourselves: “If we are frugal, industrious, 
thrifty, patient, honest, truthful and save our money over a 
long period of time, eventually we can retire and have a 
happy old age. We can educate our children, support the 
church and all worthy community projects, and be respected 
citizens. We can leave the world a little happier and better 
than we found it.” 

When the people see before them a worthy and attainable 
goal, they work hard and save to reach it. Their savings flow 
into factories, new enterprises, more buildings, and better 
equipment. Industrial expansion is the result. This creates 
more wealth and more savings, and from character and pros- 
perity civilization flowers. No civilization has ever been 
created without sound, trusted money as a basis, and none 
has long endured after deserting honest money of intrinsic 
value. 

Now consider a young couple today who have no faith in 
the long-term future because the money is not sound, has no 
intrinsic value, and they rightly believe, will continue to 
depreciate. They look ahead forty years and say: “What will 
the dollar be worth then? Maybe ten cents, a nickel, or only 
a penny. Who knows?” 

There is little incentive to undergo the self-denial saving 
requires if one feels certain the money is going to lose pur- 
chasing power. Our young people begin to live for the thrills 
of the moment. “What is the use of saving,” they say, “We 
better spend our money while it still will buy something.” But 
when the hope of reward for saving disappears, decapitaliza- 
tion, declining production, and lower standards of living are 
not far behind. 

When hope and incentive for the patient, long pull of 
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integrity fade away, family solidarity tends to break down. 
Drunkenness, divorce and juvenile delinquency increase. Fiscal 
policy is an important factor in these phenomena. If they 
cannot win by old-fashioned honesty and perseverance, many 
are tempted to try the shortcuts—scheming, gambling, black- 
marketing, or even crime. 

Have you seen these things happening to our country in 
recent years? What about graft and corruption going clear 
up to the White House? People in high places stealing even 
the tax money they take from us—putting it in their own 
pockets instead of the Treasury? Why this degradation? Be- 
cause hope in the long-term future is disappearing. 


LATER THAN It’s EVER BEEN 
Fiat, or printing press money—money without intrinsic 
value—is dishonest money, and, the moral law having been 
violated in one respect, moral decline in all respects is inevi- 
table. People will not save if they do not trust the monetary 
unit and, without saving, civilization can neither be developed 
nor maintained. 

I know of no currency that has lasted more than forty-two 
years after its intrinsic base has been abandoned. Twenty-four 
years ago this country left the gold standard and unless we 
return to it the life expectancy of our dollar is not more than 
twenty years. That shows how serious this matter really is. 
We are facing the destruction of our fiscal system with incal- 
culable tragedy, suffering and loss, all because we are not 
observing the moral law. I am reminded of a lad who came 
downstairs one Sunday morning while other members of the 
family were still sleeping. The clock was striking eight and, 
being out of fix as clocks sometimes are, it went on striking 
9, 10, 11, 12, 13, 14, 15. The boy looked at it in wonder, his 
eyes getting bigger and bigger all the time. Finally, he turned 
and ran upstairs, calling: “Everybody get up. It’s later than 
it's ever been!” 

APPROACHES TO SOCIALISM 

Socialism may be defined as government ownership of the 
means of production and distribution as in Soviet Russia, or 
government control as in Nazi Germany. As defined by the 
Oxford Dictionary, there is little if any difference between 
socialism and communism. Christian socialists hope to avoid 
the cruelty associated with communism. In this they are mis- 
taken, for people dislike government control and regulation 
of their lives and inevitably resist it. To make the central 
plan effective, the socialist government must, therefore, coerce 
its citizens by propaganda and savage repression in order to 
force its plan upon them. 

The easy approaches to socialism are called central planning, 
government-managed economy, the welfare state, and other 
euphonious names. These eventually graduate into socialism 
and authoritarian government. 

Socialism violates many of the Ten Commandments. 
Whether he recognizes it or not, the socialist, having lost 
faith in the power of God and religion to achieve a regime 
of justice and righteousness, turns to the state as a means of 
seeking those ideals. He formulates a plan and uses the police 
power of government in an effort to enforce it. If one wishes 
to live, he must obey the state rather than God. The state is 
exalted to replace God as the ruler and director of men. This 
is a violation of the First and great Commandment. The 
socialist appeals from God to Caesar as the best means of 
organizing society. Socialism is the great apostasy from the 
spiritual to the secular, from God to the state, from the Ten 
Commandments to man-made law, from the whole Gospel of 
Jesus Christ to the so-called “social gospel.” The former 
redeems the individual from sin and implants in him the desire 
for righteousness, while the latter, leading quickly to the 
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coercive state, tries to redeem men by increasing the power of 
government—by legal arrangement of economic affairs in the 
image of whatever political group is able to obtain control. 


ANTI-CHRIST HAS ARISEN 

Public redemption can be brought about only by individual 
redemption. Changed men will change their institutions, but 
men whose hearts have not been changed by the captivating 
power of Christianity cannot be compelled by law and the 
police power to set up a regime of righteousness and justice. 
No legal action can substitute for the cry; “Create in me a 
clean heart, O God, and renew a right spirit within me.” 
(Psalms 51.10) 

Socialism would revise the First Commandment to read: 
“Thou shalt have no other gods before the state.” God is 
relegated to second place. Anti-Christ has risen in the form 
of the atheistic, materialistic, all-powerful state which crushes 
the bodies and souls of men. 

Socialism, or welfare-statism, is based on coveting and 
stealing. “From each according to ability and to each accord- 
ing to need” assumes that the more efficient producers will 
be despoiled and their goods distributed to the less efficient. 
That discourages the former and teaches the latter there is 
little need to put forth much effort. Production declines and 
poverty and suffering follow. There is no inducement for 
anyone to save. The more efficient know they will be robbed 
and the less able believe that government will care for them 
regardless of their own efforts. There is, therefore, no means 
of capital accumulation other than driving the people to work 
as slaves and seizing part of the wealth they produce. It is 
difficult to accumulate capital by that method. 


SOCIALISM DESTROYS CAPITAL 


Socialist countries have never been successful in the forma- 
tion of capital. Indeed experience proves that they decapitalize 


themselves. Excessive taxation on a progressive basis drains 
away the pools of capital that otherwise would be accumulated 
for industrial purposes. The last time I was in England, a great 
bond issue was brought out by one of the better-known indus- 
trial enterprises. There was no question about the safety of 
the bonds, but they were not subscribed because of scarcity of 
capital. There is no doubt that socialist Europe is decapi- 
talizing itself. Socialist India never succeeded in accumulating 
capital, although it has been making desperate efforts to do 
so, aided by substantial amounts of foreign help. All over the 
world there is urgent need for more capital. There is some 
reason to believe that Russia may be slowly accumulating 
capital but at the price of cruel slavery. Socialism violates the 
moral law of God and it cannot succeed. 


FREE MEN CREATE CAPITAL 
On the other hand, free men who are not excessively taxed 
accumulate capital rapidly. History shows us that nations 
create capital almost in direct proportion to the degree of 
freedom they enjoy. The freest countries have enjoyed the 
highest standard of living and the most socialized countries 
the lowest standard of living. 

God created men equal in rights but unequal in abilities. 
Some are very constructive and others less so. God also put 
into the hearts of men the desire to help one another. Wher- 
ever Christian principles are practiced, the more fortunate and 
able men rally to the help of the old and unfortunate. On the 
other hand, men resent being forced to help others, and where 
the state undertakes that function, those helped are inclined 
to become less and less worthy and more and more confirmed 
in their desire to live from the labor of others. Efforts to 


equalize wealth result in equalizing poverty. 
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Had the modern idea of equalizing income and wealth 
existed from the beginning of history, it is doubtful if any- 
thing approaching our present state of civilization ever would 
have been achieved. Egypt, Greece, Rome, Spain, France, 
England, Germany and the United States, each in turn, has 
led in the development of civilization because the people 
of those countries, one after the other, have developed more 
efficient means of creating wealth. Along with this increased 
production, the arts, science and culture developed. Had the 
weaith of each country, as it achieved leadership, been equal- 
ized with the rest of the world, these advances would not 
have been made. 


EQUALIZATION DESTROYS LEADERSHIP 

In the future, leadership may pass from ome country to 
another. South America, Africa, Asia—the people in any part 
of the worl might forge ahead and assume leadership as 
they develop; superior means of production. If, however, the 
craze for equalization of wealth is put into practice on an 
international ‘scale, worldwide decapitalization will follow and 
it will be difficult, if not impossible, for the people of any 
country to assume leadership. Trail-blazing and pattern-setting 
will, therefore, come to an end, and a low-grade common 
denominator type of existence would seem to be inevitable. 

A careful examination of history tells us that higher scales 
of living and better forms of culture have been attained 
almost in direct proportion as men have been free to develop 
their initiative, spurred on by the assurance of being permitted 
to enjoy the fruits of their labor. Where the right of private 
property has been most fully recognized, the highest standards 
of culture and economic well-being have been attained; but 
where these ideals have been ignored or violated, much lower 
standards, greater suffering and loss of freedom have inevi- 
tably resulted. The moral law cannot be violated with im- 
punity. 

IF THE MOTOR SHOULD SToP 

There is an even more serious aspect of the matter. The 
transfer from a handicraft to an industrial economy, with mass 
production of wealth, was made possible because essential 
minerals and chemicals existed in highly concentrated form 
near the surface of the ground. This enabled men to seize 
them easily and with hand tools to begin industrial develop- 
ment. Now these essential minerals and chemicals no longer 
exist in concentrated form near the surface, but men must 
go far down into the earth to obtain them. This requires very 
expensive industrial equipment. 

In spite of the growing scarcity of these essential materials, 
they can be obtained from igneous rock, sea water and air in 
sufficient quantity to maintain our industrial civilization. 
However, to do so requires increasingly vast and expensive 
plants and equipment. Under the craze of equalization, if 
decapitalization should occur and men were forced back into 
the handicraft age, it might never again be possible to accu- 
mulate by that slow method sufficient capital to begin again 
to build up the vast industrial installations necessary to obtain 
the essential minerals and chemicals from igneous rock, the 
sea and the air. In other words, if the motor stalls we might 
not be able to crank it up again and society might, therefore, 
be forced to go on to the end of time on the low standards 
of the handicraft type of civilization. Indeed it is doubtful if 
more than one-quarter of the world’s present population could 
be kept alive if decapitalization deprived us of our industrial 
equipment and forced a return to the pre-industrial culture. 


THE CROWNING ACHIEVEMENT 


Lastly, socialism cannot succeed because it is doubling on 
the trail. It is not progress, it is retrogression. God, in His 
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infinite wisdom, seems to have been using the ages of the 
earth's existence for the purpose of creating unique individ- 
uals. One-celled animals are all about alike. In the masses of 
ocean plankton, the individual is almost indistinguishable. As 
we go higher in the biological scale, individuality begins to 
appear. Sheep are much alike but they do have individual 
characteristics. Horses and dogs are more pronouncedly indi- 
viduals, differing more one from another. 

Not until we reach the human level, however, do we find 
individuality becoming very marked. As men and women 
acquire education the distinction becomes greater and, when 
we pass from the physical level over into the realm of spirit, 
we find in the development of the individual human person- 
ality the crowning achievement of the evolutionary process. 
No two voices, no two faces, no two pair of eyes and no two 
personalities in the wide world are exactly alike. Few even 
markedly resemble others. Men differ in aptitudes, talents, 
energy and thinking power. How fortunate this arrangement! 
How boring it would be if we were all alike! Suppose we 
chose the same occupations, fell in love with the same man or 
woman, wished to live in the same kind of houses, read the 
same books, and were without variations in our artistic 
tastes! The degree of differentiation attained largely deter- 
mines the civilization that is developed. Let us take an ex- 
ample from North America with which we are all familiar. 

When our fathers landed on these shores there were pro- 
bably about one million Indians living here. With their type 
of civilization there is no reason to believe that the territory 
comprising our forty-eight states ever would have supported 
much larger numbers. 

The red men were all much alike. There was little differ- 
entiation in thought and in handicraft skills. Production was 
very low and the social organism continued century after 
century on about the same plane. 


RICH CULTURE IS CREATED 


When Europeans came the scene changed. These men of 
different races, languages and religions had a complex and 
infinitly varied heritage. They were highly differentiated indi- 
viduals as distinguished from the kind of mass-man which was 
the American Indian of that time. Some were skilled in the 
various arts and crafts, others in the learned professions of 
law, theology and medicine. When a great variety of human 
personalities give time and thought to the training of their 
varied faculties, archeologists, architects, poets, musicians and 
artists appear and a rich culture is created. 

If we all do about the same things in about the same way 
and with the same skills and mental processes, there is little 
diversification of labor, and less inventiveness. Lack of initia- 
tive and new ideas result in low production and a static civili- 
zation. Until a high degree of individuality is developed, there 
will be no cultural attainment worthy to be called civilization. 


UNIQUE INDIVIDUAL THE GOAL 

The whole creative process seems to have been directed 
toward developing the unique individual. Each, then, is able 
to do something different from every other person. An infinite 
variety of thoughts, ideals, talents, skills and personality traits 
come into existence. The rich and varied texture of humanity 
makes possible the many emphases, ideas and abilities that 
bring forth a civilization. 

Moreover, since each of these persons can do something 
which no other person can do, functioning in a unique man- 
ner, the interchange of goods and ideas makes possible an 
enormous increase in the production of wealth. 

The degree of civilization attained is in direct proportion 
to the differentiation of individuals within a given society. 


VITAL SPEECHES OF THE DAY 


Highly individualized people develop a high degree of culture 
whereas the mass-man type soon forms stratified patterns at 
low cultural levels. Throughout the ages God has been fashion- 
ing the individual from the mass—creating something which 
might be said to be in His own image. 

Now begins to appear the sense in which socialism is 
anti-God. It is rebellion against the creative process of God. 
It rejects God's plan for creating unique individuals and starts 
back down the trail toward obscuring the person in the mass. 
Could the unique individual, different from every other per- 
son, survive under a socialistic regime wherein all men re- 
ceived similar care at birth, were processed through centrally- 
controlled institutions, nurtured on the books, publications and 
propaganda prescribed by government, crammed through uni- 
versal military training and were thereafter dependent upon 
government aid provisions applicable to all alike? Could indi- 
viduals maintain their uniqueness working at jobs supplied 
by government, drawing approximately the same salaries and 
fringe benefits resulting from socialism’s equalizing tendencies, 
subsisting in government-created houses with no down pay- 
ment and the same few dollars per month forever, and wherein 
all men carried the same ration tickets, subsisted on the same 
quotas, retired on the same social security and finally were 
buried at government expense in the government-prescribed 
manner? 

How long could individuality persist under such circum- 
stances? Not only would the hope of further differentiation 
disappear, but such uniqueness as now exists would tend to 
disappear as the unevenness of personalities was ironed down 
flat. 

SOCIALISM DESTROYS PERSONALITY 
Thus we see the crowning injustice, impudence, and sin 
of socialism to be the destruction of human personality. It 
rears its head as the antagonist of God Himself. It would 
reverse God's plan and begin the process of reducing individ- 
uals to the level of a common denominator. It would force 
them into a common mold and destroy individuality. 

Equalization of income by law and police power ignores 
the differences which God has created in men and insults 
their personalities. It fails to utilize the greater capabilities of 
some and reduces them to the average. Instead of raising them 
to the highest terms of which they are capable, it debases 
them. Socialism is the reversal of God’s design for the develop- 
ment of human personality. It would replace man’s allegiance 
to God as the highest governing authority and substitute 
therefore the all-powerful state. It ignores the First and great 
Commandment, “Thou shalt have no other gods before me,” 
and places the state ahead of God as arbiter in the affairs of 
men. Under socialism, if one would live, he must obey the 
state rather than God. 

The more we study this matter, the more we see that 
socialism violates most of the principles enunciated in the 
Decalogue and suppresses the godlike quality of men, taking 
from them their independence and making of them sub- 
servient creatures.. It harks back to the ancient coercive state 
with power to control the spirit of man, back to the herd, 
downward toward the slave camp a la Russia. It would undo 
all that men have achieved through millenniums of trial, error, 
toil and blood. It is a mirage that beckons men ‘onward to 
their destruction. Shall we, at long last, recognize its real 
nature and turn from it while there is yet time, or must the 
world’s bright vision of freedom that has seemed within 
humanity's grasp these past two centuries fade out as the 
waters of tyranny and statism close over mankind once more 
for an indefinitely long period of time? Shall our generation 
keep its face toward the light of freedom or succumb to the 
darkness of totalitarianism? 
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THE RESPONSIBILITY Is OURS 
If it shall prove true that we cannot resist the false hopes of 
something-for-nothing, and in covetousness seek to get more 
than we produce; if we cannot learn that taking the property 
of others by force, even though sanctioned by majority vote, 
is stealing; if we are unwilling to observe the moral law of 
God translated on Sinai and later interpreted and spiritualized 
by Jesus Christ, then we shall go the way of other stiff-necked 
generations of men that have preceded us until, in God’s own 
time, the desire for the liberty which He built into the very 
nature of man once more kindles into a flame hot enough 
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to drive our descendants forth to win again the liberty which 
we did not have the wit and courage to hold. 

Our fathers bequeathed to us this pearl of great price. 
Shall we preserve it and pass it on to posterity or must our 
remote descendants, through renewed martyrdom and toil in 
centuries to come, retrace the bloody steps leading to a new 
age of peace and freedom wherein men will have another 
opportunity to achieve the destiny for which God created 
them? 

Right now, in our time, that issue is being decided. May 
God arouse us to our responsibility and help us to acquit 
ourselves like men. 


The Nation’s Number One Problem 


THE EXCESS CONCENTRATION OF POLITICAL, SOCIAL AND ECONOMIC POWER 
By GEORGE ROMNEY, President, American Motors Corporation 


Delivered at the Annual Convention of the National Association of Life Underwriters, Detroit, Michigan, September 19, 1957 


WAS INVITED to come and tell you something about 
American Motors. That is a great temptation, but I have 
a subject of far greater importance that I'd like to discuss. 

I'd like to talk about what I consider to be the nation’s 
number one problem, and I think it is the principal cause 
of a problem you men appreciate probably more than any 
other segment of our economic society. The latter problem is 
rapidly dissipating the values of the product you sell and has 
cut in half the fixed values, if you leave interest and accumula- 
tion out, in only a 20-year period. 

Carlyle said, “The eternal stars shine out when it is dark 
enough.” 

I know I have been in the dark (with a lot of red in it) 
for three or four years, and I believe I have seen a few stars 
and I'd like to tell you about them. 

The essence of our freedom, the essence of our free re- 
public, is based on religious and economic freedom. My Mor- 
mon forebears walked two thousand miles across the plains 
for religious freedom. It was religious, political and economic 
freedom which built this country. I think that freedom today 
is jeopardized more from within than from without. 

Our freedom is based on our concept, with our Hebrew and 
Christian backgrounds, of the Divine Origin of Man. It took 
battling and bloodshed to establish the principle of religious 
freedom. It took additional suffering and sacrifice to establish 
the concept of political freedom and men being governed by 
consent and not by compulsion. And fortunate were we to 
have forebears who devised the oldest written Constitution 
on the face of the earth. 

To me it is a divinely inspired document written by men 
who knew, without reservation, that power had to be dif- 
fused and checks and balances had to be created if freedom 
was to prevail; and they were not swayed by the noble 
character of George Washington or Thomas Jefferson into 
thinking they wouldn’t abuse power, but rather they took the 
long view, which created a government of checks and balances 
that if preserved would prevent any man from exercising too 
much power. 

Those principles of religious and political freedom have 
created an economic society in this country that is different 
from the economic society of other countries except for one 
or two that have largely copied it. 

One unique concept is that our economy shall be disciplined 
by the principle of competition and, furthermore, that acting 


under the principle of competition, men and their institu- 
tions shall have the opportunity to be rewarded approximately 
on the basis of their contributions and efforts. 

If you don’t think this principle of competition is fierce 
in Detroit, you ought to hear the children talk about auto- 
mobiles. 

I have a nine-year-old boy. He came home one day and 
said to his mother, “Mom, we do build the best cars, don’t 
we?” 

His mother said, “Why, yes, of course we build the best 
caus. 

He said, “Then why is it that less than three per cent of 
the people agree with us?” 

When I came home that night, I took him on my knee and 
said, “Look, Mitt, size doesn’t always indicate strength, popu- 
larity doesn’t always indicate truth, and sales volume doesn’t 
always indicate value.” 

Now, what is the nation’s number one problem? Is it 
economic imbalance? 

We again have a dangerous economic imbalance today 
between agriculture and industry. It hasn’t yet reached the 
proportions of the twenties, but it is approaching it. Agricul- 
tural prices have declined almost 14 per cent since 1948, and 
industrial prices have gone up about 21 per cent. We are 
approaching the point at which economic imbalance, along 
with loose credit, contributed fundamentally to the major 
depression we experienced in the late twenties and early 
thirties. But I don’t think that is the number one problem. 

Is inflation the number one problem? I don’t think it is. I 
think inflation is a symptom, not a cause. 

In my book, the number one problem of this country is the 
excess concentration of political, social and economic power. 
We have an excess concentration of power in the Federal 
government, in major segments of American industry (which 
have now matured more fully than our laws have reflected) 
and also in our labor unions. In all three segments, in my 
view, there is an excess concentration of power. 

Has this excess concentration of power really been a primary 
factor in causing inflation? 

Inflation is our greatest current problem. I say it isn’t the 
cause, it’s a symptom of our number one problem. We don't 
have a shortage of goods; we have a shortage of money. And 
what are the principal causes of our shortage of money? 

I think the principal causes (mot exclusive) are excess 
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governmental expenditures, particularly at the Federal level, 
and wage and fringe benefit costs that have soared and soared 
and soared at an accelerating rate. 

If you will go back and check the magnitude of the eco- 
nomic concessions made in collective bargaining, you will find 
that those concessions have moved from the range of one or 
two per cent of the basic wage rates, including fringe bene- 
fits, to the point that in 1955 the Ford Motor Company (the 
guinea pig that year of the automotive industry and the pat- 
tern-setter for the whole economy) felt it had to give 12 per 
cent. That is how fast it has moved up in the postwar period. 

This spiraling of wage costs has stimulated the largest 
demand for capital that this or any other country has faced 
because American industry and those in a position to do it 
have been busy borrowing money to build plants with greater 
degrees of mechanization to circumvent rising wage costs. 
That, plus unrestrained consumer buying, which is over- 
stimulated by consumer credit and some other things, has 
restricted savings and resulted in a money demand that has 
created a steady rise in prices at a time when we have a 
capacity to produce far more than current demand. It has 
stimulated a building of capacity that we won't need for ten 
years, in several of our basic industries. 

I don’t want to be unbalanced in this discussion. I am 
fully conscious of the fact that inflation is a many-sided prob- 
lem and that there are many factors that contribute to in- 
flation. 

The Wall Street Journal recently published the statement 
made by William McChesney Martin, Jr., chairman of the 
Federal Reserve Board, before the Byrd Committee on infla- 
tion. In an editorial based on Mr. Martin’s statement, the Wall 
Street Journal said: 

“Much mental effort has lately been spent by others, 
some of it quite ingenious, to prove that the present in- 
flation is somehow basically different from all others. One 
man, for instance, says it’s all due to rising wages; another 
to rising prices. A Senator blames the inflation on higher 
interest rates. To some witnesses the villain is the public 
which has sent the velocity of money swirling. An 
economist lumps these factors together in a neat phrase: 
What we have is a ‘cost push’ inflation. 

“And now over the week end Walter Reuther comes 
along with his proposal that the auto-makers cut prices 
on their 1958 models; if they do, he says he will take that 
fact into consideration in drafting his union's demands on 
them. This neatly puts the blame for inflation on in- 
dustry; Mr. Reuther : ecifically absolves his union from 
any responsibility even though labor is far and away the 
biggest cost in building a car. More importantly, it con- 
fuses an effect of inflation—rising prices—for its primary 
cause. 

“All these different ideas have one thing in common. 
Whatever the whipping boy chosen, he takes the onus 
off money and fiscal policy. . . . In fact, one might almost 
suppose that inflation has ceased to be a monetary 
phenomenon.” 

I am not unaware, in other words, of these factors that the 
W all Street Journal recites. 

Now I would like to read to you what Mr. Martin said, 
bearing in an abstract way, on the earlier point I made on 
wages: 
“The workings of the spiral of inflation are illustrated 
by the economy of the moment. We are now faced with 
the seeming paradox that prices are expected to continue 
to rise, even though the specific bottlenecks in capacity 
that impeded the growth of production in 1956 have now 
been largely relieved... . The problem is no longer one 
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of specific shortages or bottlenecks causing prices of in- 

dividual commodities to be bid up because of limited 

availability but rather it is one of broad general pressure 
on all of our resources. 

“. . . Despite the existence in some lines of reduced 
employment and slack demand, many employers now face 
rising costs when they seek to expand activity by adding 
appreciably to the number employed. As a result, many 
current plans for further expansion of capacity place 
great emphasis on more efficient, more productive equip- 
ment rather than on more manpower. 

“This generalized pressure on resources comes to a 
head in financial markets in the form of a shortage of 
savings in relation to the demand for funds.” 

If you followed that language carefully, I think you will 
agree Mr. Martin was talking about what I just talked about; 
namely, that industry's demand for capital to circumvent the 
rising costs of wages has become a major factor in our in- 
flationary spiral. The other aspect of it is that the wage in- 
creases in 1955 exceeded the level of any reasonably antici- 
pated increase in productivity. In that manner, wage increases 
have become a key factor. 

One of the former chairmen of the Federal Reserve Board 
is not now in public life and, therefore, he is in a position to 
speak with more direct meaning. | mean direct meaning, 
because I think one of our problems is that too many talk in 
such abstract terms the ordinary people don’t know what they 
are talking about. I refer to Marriner S. Eccles, as a pre- 
decessor of Mr. Martin, who had more to do with establishing 
the current character of the Federal Reserve Board and mone- 
tary policies of the United States than any other living man. 

He said this in Chicago last October, at the American Life 
Convention: 

“As a result of the labor contracts which have been and 
are being made, an alarming wage-price spiral is develop- 
ing. If the present situation is permitted to go unchecked, 
further price inflation is inevitable. Under these condi- 
tions the difficulty of stopping inflation by the use of 
monetary and fiscal policies should be apparent. To stop 
the growth of the money supply would stop the growth 
of the economy. This would soon stop the growth of 
production and employment. To permit the money supply 
to grow, so as to finance wage-price spiral, would be 
feeding inflation. This is the present dilemma that con- 
fronts us.” 

Now I recognize the need for monetary control, but I do 
not believe that unsound fiscal policies of the Federal govern- 
ment, bad as they have been, are the major economic cause of 
our inflationary situation. Rather I think it is the impact on 
our economy of rising labor costs. 

Why do we have collective bargaining resulting in these 
inflationary labor cost increases? It is principally because of 
unparalleled power of labor unions and the unequal relation- 
ship at the bargaining table. 

Labor unions today have more private, social and public 
power than any other private group has ever accumulated in 
the history of the United States. If you will just check back 
on the source and size of their power and how they are now 
organized on an industry-wide and national basis, you will see 
what I am talking about. 

What permitted this vast accumulation of power? Well, a 
number of things. One, we moved wholeheartedly to collective 
bargaining because it had been abused so much and because 
employers had kicked labor around and had taken advantage 
of the workers, and the people of this country were fed up 
with the abuses of management. Congress passed the Wagner 
Act and other labor laws that literally took the limitations al- 
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most completely off labor unions. Of course, we all have basic 
sympathy with the working man, because the individual 
working man is the underdog. And he is still the underdog! 
Under laws designed to correct this imbalance and these 
abuses, a national labor policy has been established that frees 
unions from the same policies and limitations that everybody 
else has to live under. It is just that simple. 

I'd like to read to you what the Supreme Court has said on 
that point. I will read from Justice Felix Frankfurter’s decision 
in the Anheuser-Busch case invoiving misuse of the union’s 
power. He says: 

“So long as a union acts in its self-interest and does 
not combine with non-labor groups, the licit and the 
illicit under Section 20 are not to be distinguished by any 
judgment regarding the wisdom or unwisdom, the right- 
ness or wrongness, the selfishness or unselfishness of the 
end of which the particular union activities are the 
means. 

Now if that doesn’t free labor unions from restrictions of 
any significant character, I'd like to know what it does. 

I know of no major Federal limitations in this country on 
the right of unions to concentrate their power. None. The 
present abuse of the underdog, who is the working man, is 
that the individual working man today is being used as a 
pawn in power politics between monopolistic unions. In his 
economic relationships, he is being subjected almost com- 
pletely to labor unions and their policies and power. If the 
“power to tax is the power to destroy,” what about the power 
te give or withhold a job and for the privilege of holding a 
job? 

In my book, it is the most important cause of inflation. I 
don’t say it is the only important cause. I say the most im- 
portant cause is the excess concentration of union power. 

I don’t say that industry hasn't contributed. I am sure there 
are companies that have raised prices more than they should. 
I don’t know of any man that can stand up and defend all of 
the practices of American industry. I couldn't. And certainly, 
people in industry do things they shouldn't, just as people in 
other fields of activity do. But, I say, it is the principal cause. 

But whiat is being done about it? The Federal Reserve Board 
is using monetary controls. And I think Marriner Eccles was 
right in questioning the reliance on monetary control to cor- 
rect these larger causes of inflation. If we try to overcome 
these other deficiencies—this overall concentration of power, 
the imbalance between agriculture and industry and the excess 
increases in labor costs—through monetary controls, we could 
create an economic problem as bad as inflation. 

I don’t say that monetary controls might not stop it tem- 
porarily. They might even do it this time. But, if you 
eventually create a recession through an excess use of mone- 
tary controls, it will slow us all up. I say this: You won't 
properly solve the economic problems of our country until you 
deal with the excess concentration of power in labor, in in- 
dustry and in the government of the United States. 

The President asks for voluntary restraint. Well, that helps 
to influence public thinking—to that extent it’s good—but 

~it’s a little bit unrealistic. 

The Byrd Committee holds hearings that go through the 
process of listening to the abstractions of the problem by men 
who are unwilling to get down to hard reality and talk about 
them in terms so the common people can understand. And the 
McClellan hearings are dealing with the abuses of union 
power, but not with union power itself. 1 am against the 
abuses. We all are. It will help to correct the abuses, but 
that isn’t the basic problem. The abuses are symptoms of too 
much power. 

One very able man from your field said in Detroit earlier 
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this week that inflation was primarily the result of too much 
confidence by labor and industry that they could make these 
huge wage concessions and huge price increases and have the 
economy pay for them. Well, I don’t think it is really that 
simple either. However, it is part of the problem. 

What is the auto industry doing about it? The auto industry 
is on the defensive; it has no offensive program. It hasn't even 
undertaken to define the problem effectively for the public, 
even in terms of industry’s own self-interest. It should, and 
soon, because wage increases that exceed productivity are the 
exact opposite, economically, of what built the automobile 
business. All through industry there is a fear of reprisal. Top 
men don’t want to speak up because, after all, maybe there 
might be some wildcat strikes, some sit-downs and some key 
plants pulled out. 

I am not unaware of the risk I'm taking here today. I re- 
present just a small company in the automobile business. 

Then, there is the third-party approach of trying to get 
somebody else to do something about it. It seems to me that 
most of industry spends most of its time trying to do that. 

It reminds me of the fable that I read as a second grader 
in Idaho, about the meadowlark that had a nest in the alfalfa 
patch. 

When she came home one night, the little birds were all 
aflutter, “Mom, you've got to move the nest. The ground hog 
heard the farmer say he’s going to mow the alfalfa patch to- 
morrow and we'll be all cut up.” 

She said, “Well, I'll ask the ground hog to move you to- 
morrow.” 

She came back the next night and the nest wasn’t moved and 
the little birds were even more frightened, and said: “The 
squirrel said today that he overheard the farmer say for sure 
he was going to cut the alfalfa patch tomorrow.” 

She said, “I'll go ask the squirrel to move you tomorrow.” 

The mother came back the next night and the nest still 
wasn’t moved and the little birds were really frightened, and 
they said, “Mom, the rabbit overheard the farmer say today 
that for very swre he was going to cut the alfalfa patch to- 
morrow.” 

Then the mother said, “Well, in that event, I’/] move you.” 

And the little birds said, “Oh, goody, Mama, if you're going 
to do it yourself, we know we'll be moved.” 

What should industry do? This is not a subject that is new 
to me. In the past I have been a spokesman of the automotive 
industry. 

At a hearing held in Detroit in 1945 by the old Truman 
War Investigating Committee, on behalf of the entire auto- 
motive industry, I presented the basic alternatives. I did it 
again at the National Automobile Dealers Association con- 
vention in San Francisco last February. On both occasions I 
discussed the consequences of these alternatives and parti- 
cularly the evils and dangers of industry-wide bargaining. The 
two alternatives are: 1) a change in our national labor policy, 
or 2) industry-wide bargaining. 

If the national labor policy is going to permit unions to con- 
centrate their power without limitation, then you can't keep 
a competitive system because manufacturers and employers 
ere going to have to organize their power to offset that power. 

Wage labor costs are the biggest element of cost. About 90 
per cent of an automobile is labor cost. If you are fixing wages 
with monopolistic unions and you create monopolistic em- 
ployer groups to deal with wages, you are, in effect, fixing 
prices—and in my judgment, you can’t go that far without the 
people of this country asking the government to step in to 
stop it, or direct it to protect them as consumers. 

If the union is represented by one man and the industry is 
represented by one man and they fix wages, the wages they 
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fix will, for all practical purposes, fix prices too. That is what 
happened before World War II in Germany and Italy, and 
that is what put Hitler and Mussolini in power, according to 
Toynbee. 

For the industry, I said in the 1945 hearings that unless the 
national labor policy was changed from this unlimited freedom 
of unions, the alternative would be the organization of equally 
concentrated employer power that would start us down the 
road of cartelization, the corporate state and some form of 
statism. 

I still believe that. And I have opposed, ever since then, the 
idea of the automobile companies getting together to bargain 
collectively against Walter Reuther and the union. I have 
opposed it for many years because it is my conviction that 
industry-wide bargaining will lead inevitably to government 
control of the economy. This is still my conviction. 

However, in the automobile industry the present alternatives 
to industry-wide bargaining are further wage-price inflation, 
or a change in our national labor and economic policies as a 
vital part of a successful anti-inflationary program. 

I see no evidence that either the administration or Congress 
is approaching the problems of islacion with a view to deal- 
ing with the most important single aspect of the current infla- 
tionary spiral. In my judgment, the other factors contributing 
to inflation are less important than the excess concentration of 
economic, social and political power that has been created in 
recent years. 

Does any individual company in the automobile industry 
have the power to bargain effectively against the total strength 
of the UAW, backed by the entire AFL-CIO? I don’t think 
so. Actually, companies are the underdogs at the bargaining 
table. 

Following the 1955 negotiations, Henry Ford proposed in- 
dustry-wide bargaining and I opposed it. I don’t know, but I 
believe that it was because he recognized that Ford Motor 
Company wasn't big enough to bargain effectively against the 
power that sat on the opposite side of the table. 

While I believe industry-wide bargaining should be avoided, 
if possible, I have reached the conclusion that inflation is a 
more immediate and vital danger, that it can destroy us before 
we ever resolve our number one problem, if we don’t do 
something about it. 

With economic increases of the magnitude of those reached 
in 1955, or the even larger one declared to be the 1958 ob- 
jective of the UAW, increases of that magnitude could start in 
motion an accelerated wage-price spiral that could threaten 
the future not only of the automobile industry, but of the 
entire national economy. 

I am disturbed by the number of people I talk to who take 
it as a matter of fundamental fact that inflation is going to 
continue and even accelerate. If that viewpoint becomes 
universal, you watch out! 

Now, with no prospect of Presidential or Congressional 
support for limitation of concentration of union power and 
the bargaining process, I believe all automotive companies 
should unite in 1958 bargaining to use their combined 
strength to keep wage and other economic benefits to a level 
not in excess of those justified by reasonably anticipated in- 
creases in productivity and the maintenance of a balanced 
economy. The President's request for voluntary restraint and 
the Federal Reserve Board's monetary controls will, in my 
judgment, prove inadequate unless backed by diffusion of 
economic power. 

You see, what is needed is a national labor policy that com- 
pels the power of the unions to be divided and distributed in 
the same way we keep industry's power distributed. 

The experience of our own company is evidence that the 
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persuasion of power, not the “power of persuasion,” is the key 
element in collective bargaining. 

It is unthinkable that American Motors, against the back- 
ground of what we have been contending with economically 
and competitively, should be paying higher wages than 
General Motors, Ford and Chrysler—and paying higher fringe 
benefit costs, but that’s where we are. 

And why? Because we have had a situation in this country 
where many smaller companies, including my own, have had 
to pay pattern-plus. They have been imposed essentially by the 
magnitude of union power involved in the question of life and 
death and such things as making a small truck driver or a small 
grocery operator stand up against Hoffa's hoodlums. 

Concentration of economic, political and social power is the 
nation’s number one problem. Yet, Congressional committees 
investigate the evils created by this power, but ot the power 
itself. 

The national committee that came to Detroit in 1945 got 
out of town after three days, because they found we wanted 
to talk about the heart of the problem. That is a fact. 

Today’s Congressional labor hearings are dealing with the 
abuses of power, not with the excessive power, which is the 
real problem. Elimination of these abuses is most desirable, 
but it does not deal with the heart of the union problem or the 
inflationary problem or, above all, with the dangerous concen- 
tration of public and private power. 

While I am proposing industry-wide bargaining for 1958, 
there is no joint approach by the automobile manufacturers 
to industry-wide bargaining. I am speaking only for myself, 
and I don't know the position of the other companies. 

To date, there has never been any joint action in the collec- 
tive bargaining field by the nation’s automobile manufacturers. 
To the contrary, the union has effectively played one company 
against the other. 

I am also convinced that we need modernization and 
strengthening of the antitrust laws, as they apply to American 
industry. While freedom depends on self-discipline, short of 
human perfection, it is not enough. 

As I pointed out earlier, competition is the primary means 
of economic discipline. In economic society you have to have 
enough competing units in the basic industries to have ade- 
quate competition. 

Just as the nation’s founders recognized the necessity of 
dividing and distributing political and governmental power, 
so we are confronted with the necessity of re. »praising and 
providing for the division and distribution of national social, 
economic and political power. 

Our antitrust laws have served a good purpose but they no 
longer apply adequately to the type of economic concentration 
that does not result from engaging in prohibited practices. 

The Big Three automobile companies have not become big 
because they have done improper or unethical things, and I 
admire them for their methods in achieving the pinnacle of 
success—and that is what they have achieved. 

But the antitrust laws should be modernized and strength- 
ened to provide for the continuation of birth, growth and 
death in our major basic industries. (There hasn't been a suc- 
cessful automobile company born since Chrysler in the early 
twenties.) That is as essential to our economic vigor as it is 
to life itself—and should be done on the basis of principle 
and policy. 

In addition to modernizing the antitrust laws, the conflict 
between the antitrust laws and labor laws should be elimi- 
nated. It is an economic absurdity to discipline prices through 
the competitive process and, at the same time, encourage 
inflationary wage increases through unrestricted concentration 
of union power. 
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The big economic decision our nation should make is 
whether to permit industry to go down the present union 
road of unrestricted power or whether to restrain both and 
make them go down the American road of division and distri- 
bution of power. 

It is regrettable—and I say this with a sad heart because 
I have led the auto industry battle against industry-wide 
bargaining—that this need is being ignored. Industry-wide 
bargaining is risky; it’s an expedient. I don’t know where it 
will lead us, but it’s no use talking about principle when the 
house is burning down. You've got to put out the fire. 

It is regrettable that this need is being ignored and risky 
expedients such as industry-wide bargaining have to be pro- 
posed to prevent the 1958 auto settlement from pouring more 
fuel on the fires of inflation. 

Now I don’t know what the industry will do. I think Henry 
Ford is the only man who has spoken publicly on it. 

American industry must recognize this and, the rest of us 
must recognize this, all of us, that the decisions I am talking 
about are going to be settled in the area of public attitudes, 
public knowledge and economic understanding and, finally, 
in the area of political action. 

Labor, particularly the U.A.W., is smart in that area. I con- 
sider Walter Reuther one of the ablest, smartest men I know. 
I think he is one of the ablest men in the field of shaping 
public attitudes, public policy and political action. 

Let me just touch on American Motors’ position. I have al- 
ready told you our labor costs are higher than those of the Big 
Three. We had been thinking that possibily we could do again 
what we did in 1955. For the first time in the history of the 
automotive industry, as a result of public education, a vigor- 
ous communication program and effective collective bargain- 
ing we were able to depart from the 1955 contract settlement 
pattern and whittle away some of the handicaps we had in 
competing with the Big Three. 

I think we could go farther, in that respect, in 1958 on 
our own. But I have decided—at least as an individual—that 
the industry's interest and the national interest are more 
important. 

Let me tell you about the competitive position of American 
Motors; it has a bearing on this subject basically. 

In our effort to establish a firm beachhead in the automobile 
industry, we have created a position for ourselves that is 
unique and we have out-flanked the Big Three. When you 
have to go against a superior force, the thing to do is to out- 
flank that force. 

We have out-flanked the Big Three’s position because 
there is a revolutionary change taking place in the automobile 
market. I haven't time to describe it fully, but the pattern of 
car use has changed in this country with the expansion of 
suburban living. People no longer have family cars; th 
have personal cars—cars for personal mobility. The husband, 
the wife, the teen-aged children all want and need personal 
transportation. This need is changing the automobile market. 

The Big Three have overlooked that. And they also have 
overlooked the impact of inflation on the cost of motor 
vehicles—their initial and operating costs. They also over- 
looked some technological progress that came along in the 
airplane industry and has i applied to trains—so-called 
monocoque or single-unit construction, which permits an 
automobile to be built with both the body and frame as a 
single unit. As a result, seven out of the eight fundamental 
values of a moving vehicle or a passenger car are increased. 

The Big Three are all relying on the product philosophy 
that built General Motors to its position of economic pre- 
eminence. General Motors is the top champion of the Ameri- 
can industry and far be it from me to belittle its achievements. 


But I do believe that its product philosophy of building cars 
bigger and bigger every year and putting more and more 
horsepower in them and stimulating demand by a greater 
and greater degree of styling change is beginning to be re- 
jected by car buyers. It has reached the point where already 
the Big Three, because of public reaction against lack of 
economy and other things, have had to repudiate the horse- 
power race. But for the next few years, they are frozen on 
car size and on horsepower—so your cars are going to be big- 
ger “gas-guzzling dinosaurs” in the next couple of years . . . 
if you buy theirs! 

Their cars are going to be bigger and heavier and become 
harder to maneuver and park. They will continue to need 
power units to maneuver and drive them. 

G.M. next year will start importing small cars, as Ford is 
already doing. 

Their production philosophy permitted American Motors 
to develop small cars and compact cars with superior economy 
and superior ease of handling and maneuverability. Our Ram- 
bler is compact outside but it has big car room and comfort. 
That’s because we use single unit construction. You can’t build 
a successful compact or small car without some form of single 
unit construction. And it will cost the Big Three hundreds 
and hundreds of millions of dollars to make that shift. The 
Ford Motor Company is doing it on the Lincoln, the top of 
the line in 1958, because they were building a completely 
new plant. 

I predict, within 10 to 15 years, more than half of the new 
cars sold in the United States will be smaller than the present 
Ford, Chevrolet and Plymouth. Ard that gives American 
Motors a unique position. 

Our Rambler sales doubled in per cent of industry between 
January and June. We ran into a shortage because we had 
to freeze our production build-out schedule in April, and the 
rise in May and June exceeded anything we could have anti- 
cipated. We are flooded with dealer applications for fran- 
chises including Big Three dealers. We have signed 133 Big 
Three dealers in the last few months. 

This country needs at least five automobile companies. 
You see, I used to be with the Aluminum Company of Amer- 
ica, 1 know what monopoly is. I worked for one. I know what 
happened to the aluminum industry as a result of the govern- 
ment creating five companies instead of one. The growth and 
progress have been tremendous. If the nation needs at least 
five aluminum companies, it certainly needs at least that many 
car companies. 

If there is another death in the auto industry, how do we 
secure five companies? 

The Antitrust laws should be modernized and strengthened 
to provide for the continuation of the process of birth—and 
I emphasize birth—and growth and death—and I emphasize 
death—in our mature basic industries. 

You don’t need to build a million cars a year to build 
them most efficiently and economically. American Motors can 
do it with far less than that. Our profits were second only to 
General Motors before and after World War II on volumes 
of less than 200,000 a year. And they can be again, on far less 
volume than the Big Three volumes. 

The growth and the size of some of our larger enterprises 
is a major alibi for the concentration of union power. Here 
is what Walter Reuther said a few months ago: 

“We intend to win the highest economic concession 
we have ever won—we cannot convince General Motors 
to part with its millions by pious platitudes. We've got 
to have a wallop.” 

There isn’t time to discuss his recent letter proposing a 
reduction in prices, but let me just say this—he is really 





82 


attacking the profits earned in our competitive system by 
our country’s most successful company. 

His position is comparable to saying to your million dollar 
group or your top two or three men in the million dollar group 
that they ought to reduce the premiums on the insurance they 
sell because they are making more than the average insurance 
salesman. Reuther is taking advantage of the sheer magnitude 
of the economic reward that becomes the product of being 
the world champion in all of industry; that's what General 
Motors is. You bring General Motors down to the level of 
what would be average and where do the others come out? 
That would be the same as taking Floyd Patterson’s compen- 
sation down to the level of the average boxer, and at that 
point the average boxers all begin to dig ditches or go on 
relief. 

American Motors is on the road to a miraculous comeback. 
I have no doubt in my mind that American Motors will be 
in the black next year. In our automotive operations we were 
in the black for the first 10 months of this fiscal year; how- 
ever, we won't be for the total year because of the model 
changeover in the last two months. 

I did tell our factory employees in Wisconsin last Saturday 
that American Motors couldn’t be in the red in 1958 and 
survive. That is how the press quoted me. But I also said that 
American Motors was gomg to be in the black in 1958. That 
wasn't quoted. The Associated Press picked up the first part 
of my statement, and that went across the country—to the 
detriment of my company. It was an off-the-record meeting, 
incidentally. We were just talking to our employees and had 
let the newspaper people attend. We are not ashamed to have 
them hear what we tell our family of employees, but we 
didn’t expect an out-of-context report. 

The only reason I can make this talk today without what 
I think would be an adverse reaction on my company (I have 
had this talk in my soul for a long time) is because American 
Motors is on the road to success, and they can’t claim I'm 
trying to ask for government help to compete with the giants. 
I'l) not do that. I will talk national policy whenever it in- 
volves national interest and the welfare of free Americans. 
That is what I'm talking about today. 


The Crisis 
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The President told the recent Governors Conference that 
they had to pick up more state responsibility if we are going 
to diffuse Federal power. God bless him for it, and I hope 
we can do something in that area. 

In conclusion, our national labor policy must be changed 
or industry-wide group bargaining should be undertaken in 
1958 with all its risks. I see no indication of any effort that 
could achieve that change in national labor policy before the 
negotiations in the spring of 1958. 

Second, positive industry programs and positions must be 
undertaken that will regain public confidence. I haven't dis- 
cussed that too much, I just touched on it. 

We must revise, modernize and strengthen our antitrust 
laws. We must reduce Federal government responsibility and 
strengthen and modernize state and local government. But, 
above all, we must rededicate ourselves individually to free- 
dom; to religious freedom, to political freedom, to economic 
freedom and we must speak, and I mean speak plainly so 
people understand and act in its defense. 

Benjamin Franklin, according to a recent Saturday Evening 
Post, said, “If all printers were determined not to print any- 
thing until they were sure it would offend nobody, there would 
be very little printed.” 

Keep this in mind: politicians, public officials, in the main, 
follow; they do not lead. 

The two stanzas from a poem by James Russell Lowell 
express a thought I want to leave with you. They go some- 
thing like this: 


“Then to side with truth is noble 
When we share her wretched crust, 
Ere her cause bring fame and fortune, 
And tis prosperous to be just; 

“Then it is the brave man chooses, 
While the coward stands aside, 
Doubting in his abject spirit 

Till his Lord is crucified.” 


Thank you very much. 


In Schools 
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HEN OTHER STATES of the South unfortunately 
W are suffering disorders in the present crisis in schools, 
South Carolina has had no troubles. In my opinion, 
two things contribute to our fortunate situation—our edu- 
cational program and the attitude of Negro leaders. As to the 
first factor, I think I made some contribution. When I left 
my long service with the federal government and returned 
to my state, I became interested in the education program of 
the state. The most influential cause of my return to public 
life was a desire to make a contribution to the improvement 
of our educational facilities. 

Following the War Between the States with its devastation, 
particularly during the period of occupation by federal troops, 
our poverty had made it impossible for us to provide for the 
Negro children, or in fact the white children, adequate public 
schools. Our principal revenue came from real property. While 


in the cities there were improved schools, schools of the rural 
areas for both races were not equal to schools of the cities. 
In later years in some cities there were Negro schools equal 
to those provided for white children but that was not true 
in rural areas and in many Cities. 

When I urged a bond issue and a sales tax for the purpose 
of equalizing school facilities, the people were magnificent 
in their response. Of the first $75 million dollars of bonds 
issued, 709% was allotted for Negro schools even though the 
Negro school population was only 40% of enrollment. As a 
result of that educational revolution, we can say that in every 
school district in the state there is a good Figh school for 
Negroes. In fact, in many instances they are wetter than the 
schools for white students because they are modern. There are 
also adequate elementary schools. 

The second factor contributing to our peaceful relations 
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is the splendid attitude of the real Negro leaders in this state. 
We can be sure that in every community there are some 
Negroes, as well as whites, who are natural disturbers of the 
peace. From outside the state, will come some Negro men 
and women who will try to arouse ill feeling in our colored 
neighbors in an effort to foment strife. But to the everlasting 
credit of the sane, sensible Negroes, to this day they have 
successfully resisted these efforts. 

They have pointed out that their schools are better than 
they could have dreamed of having; they are satisfied with their 
colored teachers and do not want to force their children into 
schools where they are not wanted. They know that when 
integration occurs, there will cease to be education for either 
the white or colored child. They know they are going to live 
here by the side of their white neighbors and hope that in 
time they will receive even greater recognition from those 
neighbors. They know that the only result of the efforts to 
integrate the races in the schools is to destroy all that has 
been done by men and women of both races to promote 
better relations between the races during the last half-century. 

What is happening today in some states of the South is 
a tragedy. It is tragic that in communities where a few years 
ago the two races enjoyed the best of neighborly relations, 
blood should now be shed in racial conflicts. The cause of 
that tragedy is the decision of the Supreme Court. In the 
United States Constitution there is nothing about segregated 
schools. The Supreme Court had so decided in eight different 
cases over a period of seventy-five years, but nine men on 
the Supreme Court reversed those decisions, ignored the Con- 
stitution and declared that Negro children could not be denied 
the right to sit by white children in school without suffering 
an inferiority complex. That is a cruel indictment of the Negro 
race that was acquiring pride of race. 

The Supreme Court based its decision, not on law, but on 
rie writings of some sociologists who were declared by the 
‘'nited States House of Representatives Un-American Com- 
mittee and by the Department of Justice to have subversive 
connections. 

In its decisions implementing the May 17, 1954 decision, 
the Court left implementation to the United States District 
Judges on the theory they would be better acquainted with the 
people and the conditions in their respective districts. For a 
year and a half a Judicial vacancy existed in Arkansas. When 
the time arrived for the enrollment of children in schools in 
Little Rock, where unrest had existed for some months, Judge 
Davies of North Dakota arrived to hold court. Ordinarily, 
to fill such a vacancy, the assignment is made by the Senior 
Judge of the Circuit Court of Appeals for the Circuit. Whether 
the senior judge acted upon a recommendation of the Depart- 
ment of Justice in Washington, I do not know. I do know 
that a more unwise assignment could not have been made. He 
acted upon some testimony and according to counsel for 
the Governor also upon a press statement by the Mayor that 
there was no danger of violence. The Judge ordered the Gov- 
ernor to remove the National Guard. The Governor obeyed. 
Today most people will agree the Governor was right and 
the Judge wrong as to the danger of violence. 

But then the high command of the National Democratic 
Party saw the chance for politics, and the leaders of the Demo- 
cratic party denounced President Eisenhower for not taking 
more forceful action. Evidently this frightened the Attorney 
General, Mr. Brownell, who is reputed to be the master 
strategist in all efforts to control the Negro votes in doubtful 
states. 

Goaded by this Democratic attack, the President and Mr. 
Brownell had to take more drastic action in order to hold 
the voters of these minority groups. They had pressured a 
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North Dakota Judge to remove the National Guard. 

Notwithstanding the fact that the President time anc again 
had said he could not imagine any conditions under which 
he would order the army of the United States to enforce the 
Supreme Court decision, this week he has ordered para- 
troopers of the army and units of the Air Force of the United 
States into Little Rock and has ordered the federal govern- 
ment to take over the National Guard of that State. Mr. 
Brownell can safely say that the Democrats cannot beat that! 

The President has given to the world the impression that 
civil war exists and the United States government has declared 
war on Arkansas. In justification, he has told the American 
people that our prestige abroad is endangered. Had the Presi- 
dent stated that a serious legal question existed as to the right 
of a Governor, under our Constitution, to preserve order in 
his way and pending its determination in the Courts, the 
status quo would be preserved, our prestige would not have 
been injured. 

Race feeling is not confined to the South. If the United 
Nations had the power and such poor judgment, as to order 
the children of the Arab nations, and the children of the 
schools in Israel to attend mixed schools, there would be 
acts of violence in those areas. Some of the Arab nations do 
not allow a Jew to enter their countries. There are no Jews 
marrying Arabs in Israel. 

It is useless to deny the existence of feeling resulting from 
pride of race. It exists. It is responsible for the laws prohibit- 
ing mixed marriages in 23 states, and for the crimes daily 
committed in the integrated schools of New York and Phila- 
delphia. It is responsible for the feeling, not only in the Mid- 
dle East, but in the South East. Such feeling cannot be erased 
over night. It requires time and patience. When the Supreme 
Court went to legislating, it moved too far, too fast. The 
tragedy of it is that the political reformers—Democrats and 
Republicans alike—have used little children to accomplish 
social reforms and to promote political ambitions. You cannot 
educate boys and girls with bayonets and bullets. 

If the students in the Little Rock schools shall insult the 
Negroes who have forced themselves into the school, presum- 
ably the army will be ordered into the classroom. Today under 
the best conditions, it is difficult to get children to concentrate 
on their school work. When escorted to school and supervised 
in school by the army and air force, their minds will be on 
race problems and not on text books. 

When integration is attempted in rural areas in many 
Southern States, conditions will be worse than in Little Rock, 
and when our fighting men are assigned to the job of escort- 
ing Negro children to school and classroom, it will not lend 
glamor to the uniform and will not aid recruiting officers 
in securing volunteers for the military services. 

The people of the South deplore violence. It helps no cause. 
The United States government has the military power to 
enforce the orders of its courts. The people do not speak or 
think of resisting the armed forces but they know the armed 
might of the United States government cannot change the 
minds and hearts of the people. Whenever the tanks and 
guns are removed, there will remain the same determination 
on the part of the white people to resort to every legal means 
to prevent the mixing of the races. 

The leaders of the two political parties have no conception 
of the feelings of millions of white southerners in this matter. 
They accept the optimistic generalities of a few writers who 
are regarded today just as were the scalawags who betrayed 
their neighbors in reconstruction days. 

In this state we have a law providing that if a student, by 
order of any court, state or federal, is assigned to a school 
different from that to which he has been assigned by state 
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school officials, then all appropriations shall cease for the 
school to which he is assigned and the school from which 
he comes. If in violation of all law, the federal government 
shall seek by orders of federal courts and military force to 
require legislators to vote appropriations for public schools 
that will be the end of our liberties. If the Supreme Court 
and the federal executives shall destroy the public school sys- 
tem, I repeat what I have heretofore said, that the white people 
of the South who have respect and genuine affection for 
their colored neighbors, will do all in their power to see to 
it that colored children are not denied an education, in spite 
of the political activities of reckless reformers. 

When the Civil Rights bill was pending in the Senate with 
the question of requiring jury trials in contempt cases, Presi- 
dent Eisenhower was quoted as saying he did not understand 
all the provisions of the bill. I wrote him a letter, the second 
letter written him by me offering advice on legislation. Un- 
solicited advice is a cheap commodity and I give it out spar- 
ingly. I told the President I wrote only because he was quoted 
as saying he did not clearly understand the bill. As forcefully 
as I could, I told him the iniquities of the measure, particularly 
the provision denying the right of trial by a jury, which 
denial was based upon a lack of confidence in southern 
jurors rendering an honest verdict. I told the President that 
regardless of Brownell’s views, he had submitted his political 
fortunes to the people of the South and they had shown their 
confidence in him, and I hoped he now would show confidence 
in them. 

The President in replying reiterated arguments previously 
made by Brownell and later made by the President on sev- 
eral occasions, attempting to justify his opposition to jury 
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trials. He expressed regret I could only “hope” he had con- 
fidence in the people of the South, asserting his genuine 
regard for them. 

I have complete confidence in the integrity of President 
Eisenhower. He is a man of good intentions but in this inte- 
gration matter he has blindly followed the advice of Attorney 
General Brownell who has demonstrated a willingness to 
sacrifice everything to win the votes of certain minority groups 
in doubtful states. In foliowing Brownell, the President has 
grievously disappointed millions of people who loyally sup- 
ported him. 

Personally I am glad I did not vote for him in 1956. I am 
even happier that I have never voted for Stevenson, who 
denounced Eisenhower for being too friendly to the South. 
I am happy I voted for the Independent Electors pledged to 
that distinguished Southerner, Senator Harry Byrd, of Virginia. 

Notwithstanding the political gloom that now surrounds 
us, the South may be restored to its place in the councils of 
the Nation if its leaders, forgetting all political differences, 
will now begin to organize for a United South, selecting as 
leaders only stout-hearted men, who just before the election 
will not surrender to false promises either for a vice }'resi- 
dential nomination or a judicial appointment. No man south 
of the Potomac will be placed on the ticket of either party 
as candidate for President or Vice President unless that man 
is willing to betray his people. But if you organize and let 
the people know the Southern states are not in the bag for 
either political party, we may have some chance of securing 
written pledges that will assure some respect for the United 
States Constitution and some respect for local governments. 
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honored that you should have asked me to take a place 

on this platform with such a distinguished group of 
speakers as are assembled for these three days. When Chan- 
cellor Kimpton asked me to talk he suggested as a title— 
The Emerging American Scene. 

This certainly takes in a lot of territory and gives me great 
latitude. I feel very complimented that the Chancellor has 
such confidence in my powers of selection when confronted 
with so many things that compete for our attention—scientific 
discoveries, advancing technologies, the revolution in com- 
munication, new problems in international relations, and 
continual change in how we earn our money and spend our 
time. 

I assure you I have no intention of listing every trend that 
seems likely to emerge over the next decade or two. I will, 
however, indicate a few things that illustrate the pace at 
which the scene is changing. 

As a means of simplification let us divide the emerging 
scene into three parts. First, let us scan briefly some of the 
new tangible products of our present knowledge and the 
harvest of current research. Many of these physical changes 
will be soon upon us and can be foreseen distinctly. 

Next let us consider what seem to be the dominant social 
changes emerging as a consequence of the new physical aspects 
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of our way of living. These changes will be much slower 
and less predictable. 

Third, it seems appropriate to recall some of the fund- 
amentals—the things that will remain unchanged. Then if 
you stay with me to the end, I will try to relate all three parts 
of the scene to the challenge confronting the American high 
school. 

Turning now to the first, or physical, aspect of the scene, 
what are the oustanding tangible changes? And what is 
remarkable about them? Of course it is true that man forever 
lives at the edge of the unknown and moves past surround- 
ings that change; but a backward look of only 50 years re- 
minds us how recent are some of the major changes and how 
explosive are the changes now in process. The remarkable 
feature of modern technological development is its rate of 
acceleration. 

While I still wonder at transcontinental telephones and 
radio, to say nothing of its boisterous child TV, most of you 
were born to some of these things and are much closer than 
I to the growing edge. I followed the newspaper account of 
the Wright brothers’ deve t of the airplane but the 
younger part of this audience begin their invitation to changes 
with nuclear power, the wonders of man-made fibers and the 


electronic microscope. 
Certainly I cannot unveil any secrets about the physical 
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aspects of our culture beyond 1957. I can, however, point out 
a few landmarks and leave to your reason and imagination 
the details of the landscape. 

The modern laboratory is one such landmark. Applied 
science is developing an ever-growing catalogue of new 
materials and devices for our use and enjoyment. Synthetic 
substances often outperform the products of nature. Auto- 
matic machines can outperform the human eye and hand. 
These creations of the laboratory are accelerating the pursuit 
of two conspicuous goals. One is communication—man’s con- 
quest of distance, time and isolation. The second is the pur- 
suit of abundance—man’s desire for more things and/or its 
reciprocal, leisure—sufficient things with less expenditure 
of effort. 

Let's take a look at the direction of these two pursuits and 
gauge their speed as they sweep us along ever faster. A few 
events in the field of communication in the last 50 years will 
be enough to give us sufficient bearings to get a reliable 
estimate. In 1907 there were 7 million telephones in the 
U. S. and 8% million throughout the world. Now there are 
a total of 114 million, of which 62 million are in the U. S. 
A few ships were experimenting in 1907 with radio but it 
did not reach the knowledge of the general public until a man 
named Sarnoff, still young in vision today, played a famous 
part as a wireless operator in 1912 when the Titanic sank. 
It was the 1924 deadlock in the Democratic convention that 
opened the minds of thousands to the possibilities of radio 
broadcasting. Even though they had only crystal sets a lot 
of people got to know that Alabama cast 24 votes for Under- 
wood. Today there are 135 million radios in this country and 
4414 million television screens. There were 225 million 
phonograph records sold last year whereas in 1907 His 
Master's Voice was just emerging from a wax cylinder and 
the motion picture industry had not yet been born. 

Every change in techniques of communication leaves its 
imprint on the agencies and media of mass communication. 
Printing was the prototype 500 years ago. The telegraph and 
telephone came next. Think what has been added in the past 
50 years—cinema, phonograph, radio, TV, tape recorder. 
Think of the growing network of transmission facilities 
opened up by co-axial cables and microwaves. Think of the 
burgeoning application of electronics to the storage and sort- 
ing of all kinds of information. 

There are other developments arising out of improved 
communication that should be noted because of their influence 
upon our lives. These include, for example, great advances 
in accounting, economic statistics, credit and banking, and 
widely recognized standards of purity, size and quality. These 
are just a few of the many less dramatic changes which we 
have developed for sharing information in order to accomplish 
our purposes. 

But time and space are conquered not only in the trans- 
mission of pictures and messages. Transporting people and 
things is equally important. Here the changes are less dra- 
matic but I suspect equally influential. A half-century ago 
Fords and Oldsmobiles were on the roads though not always 
in motion. They already had assumed the general form from 
which evolved our present vehicles. The airplane is a different 
matter—new materials, new engines, and the whole science 
of aerodynamics have joined in creating something revolu- 
tionary. London is now closer to Chicago than New York was 
50 years ago. 

Thus in fifty years we have shrunk the world to a tenth 
of its former size. We have multipled our ability to see and 
hear each other many thousandfold; we have expanded by 
a large factor our markets, our raw materials and our products. 
We have extended the magical concept of printing from type 
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to new media for dissemination of information, entertainment 
and music on a mass scale, and the pace is accelerating. 

So much for the changes that are occurring in the pursuit 
of communication. The pursuit of material abundance is 
just as exciting. Let me give you a few brief examples. 

In 1907 the average work-week in the U. S. was 52 hours. 
The factory worker had neither automobile nor telephone nor 
radio nor leisure. Today he has a multitude of comforts and 
conveniences, while his average work-week has dropped below 
40 hours. His wife, thanks to the revolution in the kitchen, 
has leisure also. In 1907 she often took in washing for others. 
Now she has refrigerators, frozen and factory prepared foods, 
washing machines, vacuum cleaners and all the servants of 
Aladdin's lamp. 

What has happened to the individual and the family is 
mirrored in the business, manufacturing and merchandizing 
world. Labor-saving devices appear everywhere. Machine tools 
multiply the output of the worker. As his production grows 
new jobs are thereby created in order to assure that the work 
flow may be smooth and the process neatly programmed. 

Automation in factory and in office is one of the factors 
in achieving labor saving and increased productivity. The 
growing complexity of our assembly line society is made pos- 
sible, and endurable, by the help of machines which perform 
with fantastic speed a thousand slavish tasks too dull and 
repetitious to be tolerated by a high school graduate. 

There is a distinction between mechanization and automa- 
tion which is important to discussions of this conference. 
Mechanization comes from an earlier period when the em- 
phasis was upon substituting power for brawn. In a certain 
sense men and machines used to be interchangeable. A hun- 
dred years ago animals (human and domestic) were respon- 
sible for 13% of our energy. Today it is a mere fraction of 
1%. The machine accomplished this by furnishing more 
power. But in the multiplication of output the jobs frequently 
became more monotonous. Machine tenders took the place of 
craftsmen. 

Automation, which is the more recent development, seeks 
to replace not merely the exercise of muscles but of eyes and 
memory as well. Its object is not the introduction of more 
power but the reduction of monotony, so that intelligent 
people can be free to do things more equal to their capabili- 
ties. Electronic automatons can now be made to perform 
those tasks of observation and control in which accuracy, con- 
sistency and unquestioning obedience are paramount, and per- 
sonal opinion is intolerable. 

The further results of mechanization and automation can 
be summed up in one sentence. The bureau of labor statistics 
estimates that while the labor force will grow by 21 million 
in the mext two decades, professional and technical occupa- 
tions will have the largest increase (up 75%) and the only 
decrease will be laborers (down 25%). 

In this country we have had a long-term history of increasing 
productivity on the part of the individual. It now seems to 
be compounding at the rate of 3% or 342% a year, which 
is more rapid than the average rate of increase experienced 
over the last half-century. As a result the hourly production 
of an individual may more than double in 20 years’ time, and 
thus in 1977 the average family may consume move than 
twice as many goods and services, if desired, or may take some 
of the gain in the form of leisure. 

We are living in an age of accelerating technical progress 
because technology is propelled by research at a scale hitherto 
unknown. Ten years ago only $214 billions were spent annu- 
ally on research by business, government and educational 
institutions while in 1957 it will be close to $7 billion. The 
$37 billion appropriated in the last decade to research is a 





86 


colossal investment in the future. The age of erratic progress 
dependent on the luck of the solitary creator is being replaced 
by organized and planned cooperative efforts. This research 
is the seed corn for a harvest we can confidently expect. It 
is the basis for our belief in our expanding economy. 

We are too apt to think of careers and opportunities as if 
the oncoming generations were growing up to fill the jobs that 
are now held by their seniors. This is not true. The young 
will fill many jobs that do not now exist. They will invent the 
products that will need new skills. Old-fashioned mercantilism 
and the 19th century theory where one man’s gain was another 
man’s loss are being replaced by a dynamism where the new 
ideas of a lot of people become the gains for many, many 
more. 

These new developments carry us willy nilly in directions 
such as cheaper forms of energy, jet propulsion, new plastics, 
new jobs and new skills. What is perhaps more important, 
progress in basic science seems to be keeping pace with tech- 
nology. There are exciting new frontiers where the reproduc- 
tion of the cell and the origin of life itself may yield to man’s 
relentless curiosity, armed as it now is with such analytical 
tools as the tracer isotopes. I could point out many other 
fascinating directions in which knowledge and mastery of 
nature is going forward, but these visions are as familiar to 
you as to me, and I would end up by losing the direction of 
my talk in a haze of crystal-gazing. 

I hope you will agree that I have given enough examples 
to establish the direction of the substantial changes in our 
physical way of life—a world that is shrinking in virtual size 
and growing in material abundance. The rapidity of change 
in the past 50 years and its increasing rate literally suggest 
that we are moving toward an explosive climax where our 
ingenuity will outrun our wisdom. For a second time man may 
have partaken of the apple of the tree of knowledge before 
God had prepared him for it. 

Fortunately man changes his habits more slowly than his 
artifacts, and thus our group behavior in the next two decades 
will not be so different from what it has been in the recent 
past. It will change, however, and that brings me to the second 
part of my talk—the relatively slower emergence of some 
social changes. What are the emerging patterns of living for 
the next two decades? They will be derived from many 
sources, two of which I have already recounted—the pervasive 
impact of mass communications and the growing abundance 
of things or leisure, as we may choose. 

It will be enough for my purpose this morning to point 
out one major cultural change whose consequences are irresis- 
tible. In 1907, 37% of our population lived on farms. Today 
the percentage is only 13%. The other 24% have become 
clustered in towns, cities and suburbs. 

The consequences of industrialization and urbanization are 
tremendous. Here are a few of them. The individual becomes 
part of an intricate process over which he has no personal 
control. The willing and competent worker in a factory mak- 
ing steam locomotives suffers technological unemployment. 
Unless he can find a job making diesel locomotives, or in 
some other expanding enterprise, his family will suffer 
through no fault of his own. Even the farmer, until recently 
the symbol of rugged individualism, cannot raise his crop 
without machinery from Detroit, oil from Texas, and ferti- 
lizers from Florida. In an earlier age the individual was a 
jack of many trades and his family by and large ate as well 
as it could farm. 

This nation is pressing forward with enormous ingenuity to 
the plenty of the semi-automatic factory but the price tag on 
this abundance is the responsibility of society for the welfare 
of the individuals who are from time to time dislocated 
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through no fault of their own. Government is becoming an 
increasingly important factor in our lives and it will more 
and more perform many functions of adjustment and allevia- 
tion which are not clearly the responsibility of any one of us. 

This urban society also enforces many conformities de- 
manded by crowded living. There are other homogenizing 
factors at work besides the physical and social pressures of 
the city. Mass communication can elevate and stimulate but 
it can also influence toward common denominators. The cul- 
tural impact of television, national magazines and syndicated 
columnists is felt in rural homes no less than in urban ones. 

Thus Americans all stand in danger of losing individuality 
by drifting into the well-marked standards of group behavior. 
Many of these standards and conformities will be unavoidable. 
An increasingly important task will be to retain in as full 
measure as possible freedom of self-expression and encourage- 
ment of originality in thought and attitude. 

Interdependence, with all of its political and social implica- 
tions, will surely continue to grow in the next few decades. 
If we Americans had only ourselves to consider, we might 
cope with it in a fairly predictable way. But it is harder to 
predict what will happen as industrialization filters into 
hitherto agrarian nations. The unbalance between our plenty 
and their scarcity will recede, and the comparative advantage 
of our skills and resources will decline. One thing is certain; 
just as the erstwhile farm family must react to the facts of 
the industrial process just so must our national objectives be 
modified by the growing prosperity and influence of other 
countries. This is an impending development of great import- 
ance. 

Let me amplify another consequence of our growing indus- 
trial efficiency which will surely continue. I have spoken 
already of the shortening workweek and the growth of leisure. 
These march hand in hand with the further division of labor, 
the proliferation of new skills, and the diversification of goods 
and services offered to the consumer. 

Technicians man the new machines, engineers design them, 
specialists program the work, experts market the product. 
Each new machine or tool or instrument or procedure must 
have its votaries. The U. S. Employment Service has classified 
42 thousand titles of present-day occupations; a handful of 
generic job-titles and extensive knacks such as carpenter, 
steamfitter and clerk sufficed in an earlier time. Even the artist 
who used to starve in a garret or eat the unsavory bread of 
patronage is now an integral part of the modern industrial 
process, and artists are becoming specialized, too. The buyer 
of mass produced goods can now afford to look for more than 
serviceability. He can add taste to his specifications, and the 
manufacturer who ignores this trend will soon be out of 
business. 

The leisure to enjoy the daily contributions of the arts and 
sciences will stem from 4 changes in the way we earn our 
living. Fewer hours per day, fewer days per week, fewer 
weeks per year and a marked increase in the life span. What 
a gift is now within the reach of mankind. Our factories have 
manufactured time! The family can be together more. Though 
we live in the town we can readily enjoy the country. We can 
choose our recreations and have time to enjoy them. We can 
afford more time for formal schooling and enjoy self-cultiva- 
tion in the adult years. There will be time to learn from the 
culture of the past how to enrich the present and assure the 
future. We have the time for all these things—but can we 
and will we grasp them? 

There are those who fear that our leisure has arrived before 
we are fully prepared to use it. Paradoxical as it may seem, 
leisure and abundance are not unmixed blessings. They create 
unfamiliar and perhaps serious problems. They are new ones 
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which man has never had to deal with on a national scale. Let 
me suggest a few of them—enough only to stimulate your 
imagination. In an earlier and simpler time we had fresh air, 
sparkling streams and restful landscapes. Now we have to 
spend money to secure a measure of unpolluted air out of 
the smog of our cities where most of us now live. We must 
charge the city dweller taxes in order to produce green parks 
which are a poor imitation of the charms of a simpler rural 
landscape and even the fish are too smart to start families 
in our rivers. 

There is no doubt that our fine roads and automobiles give 
us great mobility, but we have to patrol our highways to keep 
the annual fatalities close to the toll of World War I. The 
consequence of our expanded mobility is often more acquain- 
tances and less friends. The consequence of our mass-produced 
entertainment is often satiety and not enjoyment. We have 
more impressions and fewer thoughts. We have less know- 
ledge about more things. Such are the growing problems of 
abundance. Leisure is not a passive state like rest or sleep. 
It is not time to be filled in. It is time released to our choosing. 

The problem of finding rewarding uses for spare time is 
illustrated by an interesting derivative of the shortened work 
week. Enough people are raking second jobs in preference to 
the satisfaction of leisure to cause comment in employer and 
labor union circles. 

Holding a second job is called moonlighting. According to 
recent estimates, about 5% of the labor force are “moon- 
lighters” and the proportion seems to be growing. This prac- 
tice has long been commonplace among school teachers, fire- 
men and policemen. Now it is spreading. For example, among 
the rubber workers in Akron—where the regular work-week 
is 36 hours—almost half hold a second job. 

If moonlighting were more widespread it could be serious. 
It is at least significant. The consequences of moonlighting 
might be an exhausted wage earner and an absentee parent 
who has no time to enjoy the fruits of the labor saving 
devices which his ingenuity has created. To be sure, he may 
be able to buy more things, but the correlation between things 
and enjoyment declines rapidly. As yet, we cannot be sure 
whether moonlighting is attractive only as a means to more 
income or whether it reflects an unconscious decision to fill 
time for which there is no other use. 

This much is certain: the employment of leisure is a social 
problem which we will have to face much more seriously in 
the decades ahead. Americans have become experts at consum- 
ing goods. Now they must learn to consume leisure. They 
have instinctively sought meaning and inner rewards from 
within their work. Now they must seek equivalent satisfaction 
outside their work. 

Our productivity is constantly increasing. We have achieved 
in this country mass consumption, mass leisure, mass com- 
munication and mass access to education. This is a new way— 
a never-before-experienced way—to live on a national scale. 
The success of the experiment will depend on our capacity to 
meet the difficulties that follow in the wake of these develop- 
ments. 

To me there is no avoidance of the three major problems 
that I have referred to: first, our expanding economic activity 
with its demands for new skills; second, the conflict between 
individuality and the conformities demanded by our organized, 
urban, interdependent, intercommunicated way of living; and 
third, the use of our leisure and the associated dilemmas of 
abundance. 

The solution of all these problems is our ability to. c..ce 
the young people in the years ahead. Does it not seem clear 
that as the number of required skills multiply, the more 
necessary it is to build up a firm general foundation? Why 
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take precious time to train for proficiencies which may dis- 
appear or be modified? Many skills can be taught on the job. 
We need to learn those things which will be useful to any 
career—our relationship to our surroundings, how to read 
critically, how to be honest with ourselves, how to reach 
rational conclusions, how to master our emotions, how to 
enjoy the accumulated wealth of things and ideas which we 
have inherited, and how to leave a richer heritage behind us. 

Fortunately for you who will guide education in the years 
ahead, there are some brakes upon our ever faster moving 
trends, and that brings me to the last of the three parts into 
which I have divided the emerging American scene—the 
unchanged part. Simply stated, the constant element is human 
nature. Man himself in his innermost qualities has remained 
unchanged as far back as we have any record of his existence. 
The same fundamental desires, aspirations, noble qualities 
and frailties are as true today as they were 5000 years ago. 

To be sure we have learned something about self-restraint 
for we have found that we cannot live together without it. 
We have refined our beliefs. We have developed ethical sys- 
tems, all of which were a necessary part of the emerging of 
a more complicated civilization. But this I think is true—man 
himself has not changed. 

Thus we have changes created by man’s ingenuity reflecting 
back on his constant nature and creating new patterns of 
behavior. The culture of the days ahead will be the result of 
the influences I have enumerated reacting upon man’s fund- 
amental attributes. 

The mind and emotion of man will have the same capaci- 
ties as always. Courage, envy, generosity, brutality appear each 
century in a slightly different costume. The capacity to learn 
is no greater now than it was five millennia ago. 

Besides things of the spirit, the bodily aspects also remain 
the same. The periods of childhood, adolescence, maturity and 
senility each have their share of the journey from birth to 
death and each have characteristics which the educator can 
understand and make the best of. 

These, then—spirit and body—are the fixed foundations 
amid change. 

There should be no insuperable difficulty. The world 
has always been emerging. From time immemorial we have 
been saying, “What will young people come to?” We have 
worried about juvenile delinquency, students that wouldn't 
learn, and how little time there was to teach all that they 
should know. 

The decades ahead will not, then, present an utterly new 
and different challenge. With a single exception the challenge 
will be the same as it has always been: How to give to youth's 
unchanging mind and nature the foundation upon which can 
be built the capacity to learn new jobs, adjust to changing 
social patterns, and make the best of increasing abundance. 

But, as I have said, one exception should perhaps be noted 
—one new challenge arising from leisure. Leisure must not 
be allowed to become a mere escape from work, an opiate, 
for want of learning how best to use it. 

Abundant goods may confer satisfaction as an integral part 
of their purchase and use, but this is not so of leisure. Its true 
enjoyment is entirely subjective and requires initiative. We 
have new-found time. How dread is the sound of that expres- 
sion “killing time.” 

Let me now turn from problems to opportunities in the 
emerging decades. Never has education had a more important 
role. At the base stands our formal system. The young are 
propelled forward by encouragement, cajolery and pressure. 
They pass through the conventional stages. The goal is not 
a parchment but self-cultivation. 

Never in our history have we stood in such need of this 





and never has the opportunity appeared more rewarding. 
Unless there is developed in each young person a resolve to 
develop himself to his full capacity he will be left behind. But 
if we all learn to continue our own enlightenment throughout 
our lives, we will not only survive amid the proliferating 
complications of organized society but we will have richer 
and happier lives for ourselves and our children and the 
community in which we live. 

I have talked too long already and I have begun to poach 
upon the assignments of my successors on this platform; but 
permit me one last word. With each addition to the sciences 
and the technologies, new needs for education and training 
come into view, and new pressures are added to the curri- 
culum. How can we encompass all we might have to know 
in the fast changing decades ahead? 

The danger in our learning process will as always be the 
temptation to develop the skill for a particular job before we 
have established a foundation of character and education. John 
Stuart Mill pointed this out almost 200 years ago when he 
wrote: 
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“Men are men before they are lawyers, physicians or 
manufacturers and if you make them capable and sensible 
men they will make themselves capable and sensible 
lawyers or physicians.” 

Within limits the crisis in education is not so much the 
shortage of teachers but how capable they are, just as the 
important matter of communication is not how rapidly a 
report is sent but what is communicated. It is not how fast 
we are going that counts but where. It is not what we manu- 
facture but how we use the product. It is not the time we save 
but what we do with it. 

We are swept along on a broad current of known direction 
and unknown destination. We can make no progress directly 
against it. The forces are powerful but not quite over- 
whelming. We are able to maneuver a little bit. This small 
freedom of maneuver we are proud to express in nobler terms 
—independence, self-determination, personal accountability 
and moral purpose. These will prove enough, because our 
spiritual beliefs give us the vision and systematic education 
will show the way. 
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should be directed to the causes rather than the effects 

of this deep-seated condition. Adequate police protection, 
a ten o'clock curfew, etc., may decrease violence but they 
will not reach the root-sources of the trouble. 

There are at least a dozen major causes of juvenile delin- 
quency, including broken homes, working mothers who 
neglect their children, audio-visual portrayal of crime and 
violence, salacious literature, the stresses and strains of an 
industrial age, the effects of past wars and the fears of future 
ones, the trends in modern education, and numerous others. 
A realistic approach to the problem requires a searching 
examination of the environments of the child to determine 
where conditions can be improved. 

Two environments influence the behavior of the child 
more than all the others combined: the home, including 
religion, and the school. Correcting home conditions is ex- 
ceedingly difficult because of the lack of uniformity of ideas, 
standards and discipline in millions of homes. It is largely 
an individual problem. Since many of the contributing causes 
are woven into the fabric of our modern way of life, real 
progress must be slow. 

In the school environment, however, a rapid improvement 
could be effected. For generations, our public schools have 
been invaluable assets in the character-training as well as 
in the education of our children. Second only to the home 
in influence, they have saved many a child headed for disaster. 

Here was authority above the home; here all children 
entered the classroom on an equal footing regardless of 
outside conditions; here standards could be uniform and 
maintained, and discipline could be enforced better than in 
the average home because of the impersonal and objective 
nature of the public school. It did a great job. 
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But about twenty years ago the Progressivists took over 
in New York City and all that has been changed. They 
revolutionized our educational system. Time-tested principles 
of education and training, evolved through centuries of actual 
experience, were scrapped for theories that were unsound 
and often fantastic. 

First and foremost, the fundamental purpose of our public 
schools was changed to give priority to social aims over time- 
tested courses in basic knowledge. The curriculum was re- 
vamped to stress the socialization rather than the education 
of the child. And as a part of the process the New Educa- 
tionists visualized for our children a new social order, or 
new society, based largely on collectivism or statism. 

For about three decades most of the nation’s elementary 
and secondary public schools have been dominated by this 
Progressive-New Education with disastrous results. Our youth 
have gained many false impressions of life including the ideas 
that learning can be acquired without effort since. above all 
else, the child must be happy: that discipline was old-fashioned 
and unnecessary; that he should have unlimited self-expression; 
that fixed standards or criteria are obsolete; that the essence 
of human experience through the ages is less important than 
present activity or stimuli; that a child is capable of selectin, 
his own courses; that promotions should be automatic and 
divorced from merit, etc. These are fallacies which always 
have failed because they violate the laws of human nature 
or common sense. 

As a consequence of this bad leadership, many children 
see no need for real work. Discipline is not enforced and 
school authority has been dissipated. And the shocking defects 
in the acquisition of fundamental knowledge have caused 
countless failures and left scars of frustration of far-reaching 


importance. 
Certainly educators should not be blamed for conditions 

beyond their control, including the forced attendance of 

teen-age hoodlums. But educational leadership must be 
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responsible for its curricula, its policies, its administration 
and authority over the child in attendance. If the public 
school cannot produce the beneficial results of former genera- 
tions, then the least we should expect is that school policies, 
however well intended, do not aggravate the parental problem 
of educating and controlling their children. 

In a free society social aims are very important and certainly 
they have a place in our institutions of learning. But where 
social studies are made the “core of the curriculum”, around 
which all other instruction must be bent, are we not putting 
the cart before the horse? After all, even after a child has 
been socialized he still must be educated, if he is not to be 
handicapped through life and become a burden to society. 
Furthermore, there are other important institutions charged 
with the socializing process, particularly the church and the 
home. 

For many generations the main purpose of the public 
school was to give the child a firm foundation in basic skills 
and sound character-training—the essential tools for further 
education and a good chance to win his way in the world. 
The teacher's knowledge of his subject and his ability to 
teach it were of first importance. The New Educationists, 
however, deprecate subject matter, boasting that “we teach 
children, not subjects.” Thus intellectual proficiency is sub- 
ordinated to endless courses in pedagogy. 

To an amazing extent the psychologists, sociologists and 
propagandists for pet ideologies have replaced the true school- 
men in guiding the destinies of our children. The liberal 
arts and other studies which develop intellectual discipline 
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have been sacrified on the altar of “functional education,” 
life-adjustment and various social science courses. Pupils are 
urged to conform to the group rather than to think for them- 
selves. Under this program many school policies tend to 
discourage or undermine ambition, competition, hard work, 
discipline and respect for authority—attributes of good char- 
acter-training so essential to the war on juvenile delinquency. 

Traditionally, our public school system has been a powerful 
ally of the community in discouraging youthful crime. It can 
be restored in large measure to that respected status if im- 
portant corrective measures are taken. First, school boards, 
PTA’s, teachers and citizens generally must realistically admit 
the tragic failure of the greater part of Progressive-New 
Education. Then they must remove the starry-eyed pedagogues 
and their specialists from the backs of the true and dedicated 
educators who are struggling valiantly to do a good job. 
And by all means, we should amend the laws which require 
regular school attendance until age 17, regardless of the 
unfitness of the pupil and his influence on the other pupils. 
Many misfit teen-agers have no use for school but could be 
interested in some kind of job. They resent being forced 
to attend. They are constant troublemakers and the worst- 
possible influence on other students. 

These corrective measures will aid the school to be more 
effective in the war on juvenile delinquency. They will not 
solve the problem but they will be a long step in the direction 
of juvenile decency. And this would be a great boon to dis- 
tressed parents and countless teachers who have seen the 
school work they once loved turned into a nightmare. 


General Credit Controls 


THE BEST BRAKE ON STOCK MARKET CREDIT 
By G. KEITH FUNSTON, President, New York Stock Exchange. 
Delivered before the Women’s National Press Club, Washington D. C., October 2, 1957 


opportunity for me. Never before, when in the presence 

of more than two ladies, have I had such an excellent 
chance to do all the talking—and perhaps even to get in the 
last word. Certainly, this has not been my experience with 
the three ladies of my own household. 

Today also marks a very welcome renewal for me. For it 
was almost exactly three years ago that I first met the Women’s 
National Press Club. At that time—October, 1954—a group 
of your members lunched with our Board of Governors at 
the Stock Exchange. Then, as now, we had our economic un- 
certainties. Indeed, we always do. I renew our acquaintance- 
ship eagerly—but once again without benefit of a crystal ball. 

One thing that does inhibit me somewhat, is the reputation 
of your members for being well-informed. It is such that one 
friend last week suggested I could serve you best by keeping 
my appearance as brief and unobtrusive as possible. That 
advice, though well-intentioned, was about as helpful as a 
thoughtful suggestion I once overheard in a theater. A woman 
had turned to her husband, in evident distress, and whispered, 
“I took off my shoes and can’t get them on again. How will 
I ever be able to leave?” 

He replied quietly, “Don’t worry, darling. Just get on my 
back. But try not to be conspicuous.” 

There is, I submit, no way of being inconspicuous—either 
in meeting with you, or in discussing any problem involving 
the current economic scene. In recent months we have been 
bluntly reminded, by the Chairman of the Federal Reserve 
Board, that “history is marked with both defeats and triumphs 
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in dealing with this invisible but deadly enemy of inflation.” 
Words that once were the exclusive province of the econo- 
mists—like “inflation,” “tight money,” and “the cost of living 
index”—have become familiar parts of our vocabulary. One 
reason for all this, I suspect, is the clarity, insight and energy 
with which people like yourselves have written about these 
developments. And that is a principal reason I have looked 
forward to discussing one special facet of the economic scene 
with you. It concerns the use of credit . . . the way it is 
controlled . . . . and the stock market. 


GENERAL AND SELECTIVE CONTROLS ARE APPLYING BRAKES 
TO FLOW OF CREDIT; STOCK MARKET IS NOW ONLY AREA 
SUBJECT TO SELECTIVE CREDIT CONTROLS 


At the outset I recognize that no two people are likely to 
agree on just how we should control the amount of money we 
borrow, or what the effects of those controls are. But we can 
agree, I believe, that in the past quarter-century we have 
discovered a great deal about such controls. 

Most notably, we have seen that the Federal Reserve Board 
can—by applying general credit controls—effectively regulate 
the over-all flow of credit or money in our economy. No one 
knows what soul-searching Federal Reserve Board Members 
must have gone through in recent years. But the increased 
reliance on general across-the-board controls, rather than 
selective controls, represents a little-appreciated and significant 
departure in the field of money management for which the 
Federal Reserve deserves hearty approbation. 

If you will picture, for a moment, our economy in the shape 
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of a modern automobile, then general credit controls can be 
likened, in many ways, to the car's foot brake. The Federal 
Reserve, sensitive to problems of speed, curves and danger, 
applies pressure and our economic machine responds. Thus, 
we find the Federal Reserve active in the government bond 
market, setting bank reserve requirements and changing the 
rediscount rate. These broad actions are constructive in con- 
trolling inflation and have inevitably been felt in every sector 
of the economy. 

In actual practice, whether you borrow to buy a house, take 
a trip, go into business or to purchase securities, the availability 
and cost of the money you need will be determined to a great 
extent by the general credit controls in force, particularly by 
the rediscount rate. 

In addition to these general controls there is one more con- 
trol in the hands of the Federal Reserve. It was fashioned 
twenty-three years ago by Congress, and its purpose, in the 
language of the enabling legislation, was to prevent “the 
excessive use of credit for the purchase or carrying of secur- 
ities.” This selective control—taking the form of so-called 
margin requirements—governs how much money a person 
may borrow in order to invest in listed securities. Since April 
of 1955 the Federal Reserve Board has fixed a margin rate 
of 70%. In other words a person must make a down payment 
of 70% in order to purchase listed securities. It is the only 
selective control remaining in force—the war-time regula- 
tion of mortgage and installment credit having been dropped 
over five years ago. 

If general credit controls are comparable to an economic 
foot brake, then the selective control of stock market credit 
is very closely akin to an emergency hand-brake. I would like 
to take a close look at this important emergency brake and 
pose some difficult questions for you that aren’t asked often 
enough. For example: how much credit is actually involved in 
the stock market? Is the amount “excessive,” and what role 
does it play? And finally, how is this emergency brake work- 
ing? 


MARKET CREDIT REPRESENTS TINY FRACTION OF NATION'S 
OUTSTANDING DEBT; IN PosT-WAR YEARS MARKET CREDIT 
HAS FALLEN WHILE OTHER BORROWING HAS SOARED 


In probing these areas there are two points I would stress. 
The first is that when referring to the “stock market,” I am 
talking not about the few or the wealthy, but about literally 
millions of people who have become the voting owners of 
our businesses. The United States has been through some 
enormous changes in recent years. Few of them, I believe, are 
as significant as the trend towards broader shareownership. 
The emergence of a “People’s Capitalism” has been a silent 
revolution—accomplished, as one writer puts it, without any- 
body's head falling into the basket. The public has turned 
towards the idea that if practically everyone can be a custo- 
mer of our corporations, then almost everyone can share in 
their profits as well. 

This is an idea with tremendous impact, and shareowner- 
ship has mushroomed. More than 844 million individuals— 
most of them with incomes under $7,500 a year—now own 
shares in our publicly-held businesses. In addition, some 115 
million people are indirect owners as a result of their savings 
in banks, insurance companies, pension funds and other ia- 
stitutions which, in turn, invest in common stocks. These, 
then, are the people we have in mind when we speak of to- 
day's “stock market.” 

The second point I would stress is this. As regards “market 
credit,” no segment of society other than the securities in- 
dustry has learned more personally or more painfully that 
credit must be used wisely and well—as it is being used at 
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present. To our industry, a sound credit structure is vital for 
creating and maintaining a liquid market capable of satisfying 
the public's investment needs, and helping meet industry's 
new capital needs. As a result, we believe that controls on 
stock market credit—the presence of that emergency brake 
—are squarely in the public interest. That is not to say, how- 
ever, that we believe the brake must be jammed on at all 
times. For as we discover more about the impact of credit in 
the securities industry, it is possible for us to develop new 
skills in regulating it—just as the Federal Reserve has already 
done in the case of general credit controls. This is a point I 
would like to come back to. 

The stock market credit picture today can best be put in 
perspective this way. The total private debt in the United 
States—both individual and corporate—amounts to about $426 
billion. Add to this the obligations of government and the 
total outstanding debt comes to approximacely $690 billion. 

My chief interest in these figures lies not in joining a de- 
bate about the size of our debt, but rather in the chance they 
give me to expose a sorry old myth about the fictitious extent 
of stock market credit. For example, while the nation’s total 
indebtedness stands at $690 billion, the securities industry 
accounts for only $34-$4 billion of this pool. This equals 
less than 6/10s of one per cent of the total. Moreover, the 
amount of securities industry credit has actually declined by 
25% since the end of World War Il. By way of a simple 
comparison, during the same period, farm credit jumped 
more than 185%, mortgage credit leaped over 350% and 
consumer credit soared 635%. All this, to repeat, as con- 
trasted against a decline of 25% in securities industry credit. 

In pocketbook terms, that means that out of every one 
dollar of our total debt, a little more than one-half of a penny 
is being used by the entire securities industry. Yet, this 
relatively minor amount of credit performs a series of vital 
services for the nation’s economy that are out of all propor- 
tion to the dollars involved. 


UsE OF CREDIT THROUGHOUT SECURITIES INDUSTRY ANA- 
LYZED; PUBLIC'S BORROWINGS LARGELY FOR INVESTMENT 
PURPOSES 

You might wonder, just what do these dollars do? 

It is best, I suppose, to acknowledge instantly that people 
still cling *o that persistently false notion that stock market 
credit somehow has, as its essential purpose, speculating in 
securities. The truth is so sharply different from this, how- 
ever, that despite constant repetition, people often tend not 
to hear it. The fact is that a good portion of outstanding 
market credit is used by our brokers and dealers in exactly the 
same way businessmen everywhere use borrowed money: they 
finance temporary needs; they carry inventories; they meet 
day-to-day obligations and they repay their loans as required. 
Moreover, while speculation fills a very useful function in 
our society when it is undertaken by those who know and 
can afford the risks—it is a further fact that perhaps 80% of 
all market credit has nothing to do with speculation as the 
phrase is usually understood. 

What market credit does do, however, is lubricate our in- 
dustry'’s—and the economy’s—wheels. At what might be called 
the “wholesale” level—where the public is not directly con- 
cerned—credit helps underwriters and distributors pay for 
new issues. Thus, those corporations which issue securities 
get the money they need, when they need it, even thou 
their securities are still being distributed to the public. it 
also provides Stock Exchange specialists with the funds they 
need to maintain orderly markets, and enables odd-lot dealers 
to carry inventories with which to handle the general public's 
purchase or sale of a few shares per transaction. Finally, 
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brokers and dealers draw on available credit to meet their 
normal operating requirements. 

At the “retail” level—that is, where individual investors are 
directly concerned—credit helps brokers carry securities for 
cash customers during the normal four-day period between 
the transaction and the date of payment. And it is borrowed 
money that makes it easier for customers to exercise rights 
to buy new securities. 

Finally, credit enables the public to borrow up to 30% of 
the value of listed securities in order to buy on margin. Re- 
garding this particular aspect of market credit, let me say 
that the Exchange Community generally believes that margin 
purchases should be made only by experienced investors, and 
that ordinarily, down payments should range from 40 to 50 
per cent. We also believe that the new, unsophisticated in- 
vestor should be encouraged to buy only for cash. 

In recent years the New York Stock Exchange, through 
its periodic Public Transaction Studies, has happily learned a 
good deal about who is doing the margin buying—and why. 
There are, for example, some 300,000 margin accounts. They 
are concentrated among middle and upper-income investors 
—or among those who can best afford the risks. Very few 
people of modest income have margin accounts. What is 
more, more than three out of every four margin transactions 
are actually made for long-or-short-term investment purposes. 

This last finding probably wil! not fit many preconceived 
notions about margin purchases. But the overwhelming ma- 
jority of those using credit are thus dramatizing a fact that 
is tremendously important for all of our people to under- 
stand. It can be summed up this way: jf it is all right for a 
man to obtain credit for the things he wants today—a new 
car or an appliance—then it is equally proper and often wise 
for an experienced imvestor to borrow reasonably to imvest 
for tomorrow—when his object may be a retirement income, 
an estate for his family, or an education for his children. 

Indeed, I sometimes wonder at our sense of proportion. A 
man can borrow up to 75% to buy a car, 100% to buy a 
washing machine, and 94% to buy a house. But he can 
borrow only 30% to buy an interest in the company that 
makes the car, the washing machine, or the house. We have 
made it much easier to borrow in order to spend, than to 
borrow in order to save. 

This paradox leads to a final question I want to place be- 
fore you. How is our emergency credit brake—our margin 
control—working? What is its effect? 

The problem has become increasingly important because 
we are witnessing a serious gap between the way margin 
controls are designed to operate—and the way they actually 
do. Let me clarify this. 

On six occasions since early 1945 the Federal Reserve has 
ordered higher initial margins to slow down public borrow- 
ing. Well, stock market credit does not operate in a vacuum. 
Hence, in order to study the consequences of these margin 
increases the Stock Exchange has analyzed not only the course 
of market credit, but the course of prices and of volume as 
well. Our studies cover periods extending from six months 
before to six months after each increase. 

Admittedly, our research is subject to two major qualifica- 
tions. For one thing, obviously no one knows what might 
have happened to market credit, prices or volume had mar- 
gins mot been changed when they were. Nor can our findings 
completely isolate the impact that general credit controls, the 
trend of business, or the public's state of mind has had on the 
course of the market. 

Nevertheless, the results of our studies are apt to surprise 
you. 
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IN TIGHT MONEY PERIOD HIGH MARGINS APPEAR SUPER- 
FLUOUS; THEY HAVE LITTLE EFFECT ON CREDIT OR PRICES, 
BUT DAMPEN VOLUME AND LESSEN LIQUIDITY 

We found, first, that as a general rule unless margins were 
put at 100%, which prohibited new borrowing altogether, 
margin increases actually had little effect on the public's 
borrowings—or on the course of stock prices. But, we also 
discovered that when general credit controls were tight—as 
they have been for the past two years—customer borrowing 
leveled out noticeably. It is thus my conviction that it is 
the Federal Reserve's tight money policy and not the selective 
credit control of margins that has restrained stock market 
credit so effectively. Up and down the line interest rates are 
higher, and money is harder to get. And this condition has 
proved the decisive factor in limiting the borrowing by 
securities industry customers. Today, general credit controls 
continue as the most effective brake on the amount of credit 
flowing into the market. They have tended to make high mar- 
gins largely superfluous as a credit weapon. 

But what happens to stock market volume when margins 
are increased? Here, the story has been sharply different. For 
under the impact of higher margins, volume dwindles—in 
some cases as much as 25%. And while the Exchange has 
added one and one-half billion shares, or 44%, to its list 
since the last margin increase in April, 1955, we have seen 
the spectacle of volume dropping from a daily average of 2.7 
million at that time, to 1.9 million in August. The Exchange's 
total volume in August, in fact, represented an annual turn- 
over rate of only 11% of shares listed. This is only two-thirds 
the turnover rate of the post-World War II period, and only 
one-eighth the rate of the post-World War I decade. 

This dwindling volume is not a matter that concerns only 
the securities industry. The public, too, is involved in the 
chain reaction that follows. For one thing, low volume les- 
sens the liquidity of the market. For another, it throws a 
damper on the willingness and ability of corporations to raise 
new money through stock issues. Both these points are crucial 
to our economic future. Both need a word of explanation. 

As for liquidity, it has often defied description. But have 
you ever wondered why orders on the Stock Exchange can be 
executed quickly, conviently and inexpensively? Or won- 
dered why you can usually buy or sell listed stock at prices so 
close to the last price—often at a change of only one-eighth 
of a point? The answer is that there are a sufficient number 
of buy and sell orders present to make this possible. Take 
away some of these orders and you damage the speed and 
regularity characteristic of the auction market. Your as- 
surance of a price close to that of the last transaction is 
lessened. Lose these qualities—which are the essence of a 
liquid market—and you will have affected the immediate 
economic well-being of more than 81% million individual 
shareowners, and some 115 million people who are indirect 
owners through their institutionalized savings. 

This, then, is our stake in a liquid market—but it is only 
part of the story. We are also faced with the job of providing 
a higher standard of living for a population that figuratively 
exploded. This will require enormous capital investment over 
the years. Great sums must be raised through new common 
stock issues. And there is growing concern, in the face of 
diminished share volume, whether secondary markets can 
offer the liquidity necessary to make such securities attrac- 
tive. There is much justification for this concern. And you 
might wonder, what can be done? 

REDUCTION IN MARGINS WILL PROVIDE ADDED LIQUIDITY, 
ENCOURAGE INVESTORS 

Well, there are no new or simple solutions. But that is not 

the same thing as saying there are no solutions. Changes in 





92 


our archaic tax structure—such as easing the capital gains 
tax and the double tax on dividends, which are inhibiting 
investment—would help. And certainly, in the area of credit, 
the course I would offer would be dictated largely by the 
points I've covered today. 

In summary, I would recognize first, that stock market 
credit represents a vital though infinitesimal part of our 
total debt picture—and there is every evidence that this 
credit is being used wisely. It is certainly not contributing to 
inflation. 

Second, I would proceed with the conviction that general 
credit controls are—and will continue to be—the most ef- 
fective brake in controlling any excessive market credit. This 
is no more than acknowledging the fact that if money is 
tight everywhere, it will be tight in the stock market as well. 

Third, I would be moved by the evidence that present high 
margin requirements are having their greatest impact mot 
on stock market credit, but in an area they were not designed 
to affect—on stock market volume and liquidity. Thus, the 
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pressure exerted by the selective control on margins, piled 
on top of general controls, is much like our trying to take the 
curves with both the foot brake and the emergency brake 
jammed on. 

As a result, I am convinced we must look to the time in 
the near future when the emergency brake can be released 
and margins can be reduced to a normal 40% to 50%. I am 
not so much interested in a specific date on the calendar. 
But I am interested in establishing clearly that general credit 
controls can effectively regulate stock market credit, and that 
the superimposition of high margins is accomplishing no 
constructive purpose. Indeed, it is doing the opposite. The 
effect of lower margins, I am sure, will be to provide added 
liquidity to the market, added incentives to investors and 
added encouragement to companies seeking growth money. 

These are no small matters irl our economic future. And 
like the husband in the theater who was willing to face up 
to his wife’s problem, I believe that in economic terms all of 
us must be willing to face up to our problem—even at the 
cost of being conspicuous. 


Developments in Latin America 


THE BUENOS AIRES ECONOMIC CONFERENCE 
By ROY R. RUBOTTOM, JR., Assistant Secretary of State for Inter-American Affairs, Washington, D. C. 


Delivered before the Council on Foreign Relations, New York, N. Y., October 10, 1957 


AM HONORED, privileged, and humbled tonight. 
I Honored to speak before the Council on Foreign Rela- 

tions, a unique private organization dedicated to the 
study and dissemination of ideas bearing on United States 
and world affairs. Privileged to count among you close and 
trusted friends, even mentors. Humbled because as I under- 
take to discuss with you the subject of “Developments in 
Latin America”, I can do no less than acknowledge that the 
historians, businessmen, counselors, diplomats, and financiers 
(the order of this listing has no significance) who make up 
the Council have in many instances, helped to write the 
chapters in our relations with Latin America, some of them 
quite recently. 

Of course, the definitive book on Latin America can never 
quite get to press on time. The area is so dynamic, growth in 
all sectors is so explosively rapid. the political panorama 
unfolds and then shifts so quickly before our very eyes, that 
the story can be told only in serial form. This is as it should be. 
The very vitality of Latin America is a great asset. The har- 
nessing of this vast energy, both human and material, is its 
greatest challenge. 

The U. S. due to fortuitous circumstances of history and 
geography is indissolubly linked with Latin America. We 
are proud of our joint heritage of freedom and liberty. We 
maintain the closest ties of friendship with each of the 
twenty Republics south of us. Of equal importance to the 
U. S. is the ever closer harmony between the 21 American 
Republics in the OAS. This concert of the Americas, im- 
portant as it is to each of the States in it, has rung out all 
over the world, inspiring the United Nations and other 
regional groups of states to greater cooperative effort. 

The American Republics recently have added a new and 
important chapter to their record of joint accomplishments. 
I refer to the Economic Conference of the OAS which was held 
in Buenos Aires the last half of August, and concerning 
which I shall report to you tonight. 

Before doing so, I should briefly state, or rather, restate 


the policies and objectives of our Government in its eco- 
nomic relations with Latin America. There are some rather 
well-set benchmarks, policies which have been affirmed and 
reaffirmed by both political parties here. 

Our relationship with Latin America has been, and will 
continue to be, unique in a number of important respects. 
This relationship has been described as one of “good neigh- 
bors” and more recently as “good partners”. Both of these 
appropriately call attention to certain aspects of this rela- 
tionship. However, I would like to call attention to the high 
degree of economic interdependence which characterizes our 
relationship with Latin America, an interdependence which 
is increasing every year. 

In trade, for instance, we exchanged with Latin America 
last year goods valued at $7.3 billion. In recent years, our 
trade with Latin America has been greater than that with any 
other area in the world. The importance of this trade to both 
Latin America and the United States would be hard to over- 
emphasize. The goods valued at $3.6 billion we purchased in 
Latin America were essential to our well-being and to the 
maintenance and growth of our industrial plant, while the 
$3.7 billion which Latin America spent here for a wide va- 
riety of manufactured and agricultural products were required 
for the industrial development which is going ahead so rapidly 
in Latin America. 

In the field of private investment, this economic interde- 
pendence is equally manifest. More than one-third of our 
direct private investment is in Latin America. The value of 
the investment was estimated at $7.7 billion as of the end of 
1955, and to have increased by some $1.3 billion since that 
date. A Department of Commerce survey shows that in 1955 
this private investment provided jobs for over 600,000 
persons, paying salaries amounting to a billion dollars. It 
paid local taxes and royalties to the host countries also esti- 
mated at a billion dollars. Of the $4.5 billion goods and serv- 
ices produced in 1955 by the companies making these in- 
vestments, $2 billion were sold abroad for dollars, while $2.5 
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billion were sold in local markets, most of them replacing 
goods which otherwise might have had to be imported. An- 
other somewhat intangible but very important result of these 
investments has been the great amount of technical know!l- 
edge and managerial skills which they have provided for 
Latin Americans. At the same time, these investments 
yielded a satisfactory return to their American owners. 

A third field in which we are intimately concerned with 
Latin America is in providing public funds, through the Ex- 
port-Import Bank, for sound development projects. During 
the last 10 years over 40% of the Bank's total authorizations 
have been made in the 20 Latin American republics. In the 
three-year period ending last June 30th the Export-Import 
Bank has authorized credits of some $840 million in this area. 

With this intensely active and dynamically expanding eco- 
nomic relationship which our country enjoys with Latin 
America, it is not surprising that our government maintains 
a highly sympathetic and intimate concern for the further 
economic development of our friends who are both “good 
neighbors” and “good partners”. In his address before the 
First Plenary Session of the Buenos Aires Conference, Secre- 
tary of the Treasury Anderson stated our objectives very clearly 
and simply: “We want our peoples all around the Americas 
to live better; we want them to pursue more healthful lives; 
we want their lives filled with hope, enriched with progress, 
and inspired toward the improvement of standards of well- 
being.” 

BUENOS AIRCS CONFERENCE 

This economic interdependence which exists between our 
country and Latin America makes it essential that there be a 
greater mutual comprehension of the problems which con- 
front each of our countries in providing for its people the 
improved standards of living to which we all aspire. Con- 
ferences such as the one held recently in Buenos Aires con- 
tribute substantially toward the development of this compre- 
hension and understanding of our problems and the means 
for their solution. The frank and friendly exchange of views 
which took place there over a period of three weeks among 
men charged with shaping the fiscal and economic policies 
of their countries could not help but bring about constructive 
results. 

In spite of the positive results of the meeting, there was, 
perhaps, some disillusionment on the part of the press and 
general public that more was not accomplished. It should be 
realized, however, that an economic conference cannot in 
itself create the roads, the factories, the hydro-electric and other 
projects which will increase productivity and improve stand- 
ards of living. A conference can only seek ways and means 
which will expedite the accomplishment of these jobs by the 
people themselves and their governments. It must be realized, 
also, that this particular conference, without in any way 
detracting from its importance, in reality, was only part of a 
continuing process of discussion and consultation of economic 
problems which is carried on by the American Republics. 

At the Buenos Aires Conference, with few exceptions, each 
Delegation was headed by its Minister of Finance or Economy 
responsible for policy formulation in the fiscal and economic 
fields. In the case of the United States, Secretary of the Treas- 
ury Anderson was our principal delegate, upon his re- 
turn to Washington that position was occupied by the Deputy 
Under Secretary of State for Economic Affairs, Mr. C. Doug- 
las Dillon. While in Buenos Aires, Secretary Anderson, Mr. 
Dillon and I had talks with the head of each of the Latin 
American delegations. This provided an opportunity not 
only to discuss matters directly connected with the Confer- 
ence, but also those relating to our relations with each coun- 
try individually. These proved to be mutually advantageous. 
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The Conference adopted 41 resolutions on a wide variety 
of economic subjects. With a single exception, these resolu- 
tions were adopted unanimously. The one resolution which 
the United States voted against is one which looks toward the 
negotiation of commodity control agreements for price stabili- 
zation of Latin America’s basic export products. In few in- 
stances have international conferences such as this been able 
to arrive as such a high degree of unanimity. 

Interest at the Conference was directed chiefly toward four 
problems: (1) the financing of economic development, (2) 
terms of trade and commodity agreements, (3) the creation 
of one or more common market arrangements in Latin 
America, and (4) the negotiation of a General Economic 
Agreement. 

Financing Economic Development. The Latin American 
countries in general believe that their own savings are not 
sufficient to finance the rate of economic development which 
they desire, and are therefore anxious to attract foreign 
funds. Some Latin Americans believe that private investors 
are not likely to be able to supply the major portion of the 
foreign funds needed for development. They also have other 
questions as to the use of private capital. For example, it is 
sometimes said that the payment of dividends on foreign 
capital constitutes an unnecessary drain on the foreign ex- 
change resources of a country. The fear is also expressed at 
times that foreign private enterprise may exercise an undue 
influence on the economic and political life of the host coun- 
try. For these reasons Latin American representatives at 
Inter-American conferences usually press for additional gov- 
ernmental funds for economic development, and for new 
financial institutions to provide such funds. 

The United States, which was largely developed with private 
capital, much of foreign origin, is not disposed to attribute 
to the use of private capital the disadvantages sometimes 
ascribed to it in Latin America. In the view of the United 
States, the vast pool of capital for economic development 
represented by potential private investment is still largely 
untapped. Such investment is held back by numerous impedi- 
ments. Some of these are direct restrictions on foreign partici- 
pation in some fields, or limitations on the percentage of 
ownership. Some are byproducts of inflationary financing, 
multiple exchange rates, and arbitrary import and export 
taxes and controls. For example, the traditional barrier to 
increased foreign investment in transportation, communica- 
tions, and power production has been the unwillingness of 
the regulatory agencies of many Latin American governments 
to permit remunerative rates in the face of depreciating cur- 
rencies and rising costs. 

I might add, however, that in some Latin American coun- 
tries these impediments are being gradually removed, with 
beneficial results in attracting foreign investments. In 1956 
the net outflow of private capital from the United States to 
Latin America amounted to $521 million and thus established 
a new record. Substantial amounts of new private capital 
were also received from Canada, Europe and Japan. 

The fear sometimes expressed regarding the so-called 
drain of foreign private investment on the foreign exchange 
earnings of the Latin American countries generally arises 
from a narrow interpretation of the effect of profit remit- 
tances upon the balance of payments. However, the extent 
to which capacity to produce and empioyment opportunities 
have been expanded by private foreign investment cannot 
appropriately be measured by either the net outflow or the 
net inflow of capital. United States investments in Latin 
America are financed not only by the outflow of new capital 
but by the plowing back of current earnings, by the funds set 
aside for depreciation and, in some instances, by local bor- 





94 


rowing and equity financing. Gross capital expenditures by 
United States companies in the area in 1956 were probably 
in the neighborhood of one billion dollars. 

Thus, the impact of these investments on the growth of 
the economies of the Latin American countries is much great- 
er than their effects on the balance of payments between the 
United States and Latin America. Furthermore, investments 
made by experienced producers create opportunities for local 
people to acquire the necessary skills to organize and operate 
business ventures, and to become acquainted with opportuni- 
ties within their own countries for investment in productive 
enterprises rather than in real estate or foreign securities. 

The fear of undue political influence by foreign corpora- 
tions is, in the view of the United States, not justified. A 
United States company operating abroad is subject to the laws 
of the country in which it operates. Those countries are 
generally in a very good position to prohibit the foreign 
company from exercising any undue political influence, even 
if the company should wish to do so. The company as a rule 
has no desire to interfere in local politics. 

Notwithstanding the comments I have made on the subject 
of private investments. I should not like to give the impression 
that the United States desires to encourage private capital to 
go into countries where it is not wanted. We know that it 
is for countries which need capital, rather than the United 
States, to take the steps which are needed if the largest po- 
tential source of foreign capital is to be tapped. 

The United States also recognizes that there are needs for 
development capital in Latin America which cannot be fully 
met by private investment funds and therefore has a broad 
and positive policy toward public investment in Latin Ameri- 
ca. 

It is the view of the United States that the Export-Import 
Bank, the International Bank for Reconstruction and Develop- 
ment, and the International Finance Corporation are able to 
meet all demands for ordinary, conventional dollar loans for 
sound projects. To the extent that private capital is unavail- 
able, these institutions may be relied upon by the Latin 
American countries to supplement their own resources for 
the financing of productive economic projects. Among the 
factors which will influence the volume of foreign lending 
to any country are the effectiveness of that country’s program 
for combatting inflation, encouraging private enterprise, and 
improving the investment climate. 

With regard to Latin American proposals for the establish- 
ment of inter-American institutions to finance economic and 
social development, the United States considers that its par- 
ticipation in such projected institutions would duplicate and 
interfere with its program for development credits to Latin 
America and. is, therefore, undesirable. It believes that the 
Latin American countries can make greater progress through 
use of existing international credit facilities than through 
efforts to establish inter-American institutions. The limiting 
factor on further lending is not the lack of lending institu- 
tions but the lack of sound projects which are within the ca- 
pacity of the would-be borrowing countries to service. 

The Eximbank’s policy regarding loans in Latin America 
is to assure financing for all appropriate economic development 
projects for which private capital is not readily available on 
equitable terms. The Bank's lending authority has already 
been increased several times and its activities in Latin America 
have been intensified. It may be noted that new loan authori- 
zations by the Eximbank to Latin American countries in 1956 
totalled more than $409 million, a record yearly high. 

The IBRD also has large resources available and the Latin 
American countries, all of which are members, have access to 
its facilities. Loan agreements signed by IBRD with Latin 
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American countries in 1956 totalled $74.4 million. IFC, which 
was formed in July 1956 with the cooperation and major 
participation of the United States, is already active in Latin 
America and is expected to play an increasingly important 
role in financing the growth of productive private enterprise. 

The resolution adopted by the Economic Conference of 
the Organization of American States on the financing of eco- 
nomic development was formulated against the foregoing 
background. It declared the necessity of pursuit by the Inter- 
American Economic and Social Council of studies designed 
to develop formulas and policies which would permit the 
expansion of the financing of Latin American economic 
development, in accordance with a resolution previously 
approved by the Inter-American Committee of Presidential 
Representatives which met in Washington in 1956-57. Other 
portions of the resolution included provisions that the Council 
convoke a special commission of governmental representatives 
to carry out this study, which should be brought to the atten- 
tion of the governments when completed, and that the mem- 
ber states should adopt measures conducive to encouraging 
the flow of private capital and of techniques toward Latin 
America to the greatest extent ible. 

Terms of Trade and Cudeaiier Agreements. A subject on 
which there tends to be a common position among the Latin 
American countries is that relating to “terms of trade”, and to 
the proposal that international commodity agreements be used 
to help maintain a favorable relationship between prices of 
the commodities they export and the prices of the products 
which they import. This is understandable in view of the fact 
that economic conditions in most of the Latin American coun- 
tries are influenced to a large degree by the conditions under 
which a relatively few of their commodities are sold in inter- 
national trade. For example, Bolivia is highly dependent on 
tin; Chile on nitrate and copper; Brazil, Ecuador, Colombia, 
El Salvador, and Guatemala on coffee; Uraguay on meat and 
wool; Venezuela on petroleum; Mexico and Peru on lead and 
zinc; and Argentina upon wheat and meat. 

The state of the export trade in these few commodities has 
a large effect upon employment and economic activity gen- 
erally within these countries. Representatives of such coun- 
tries have often pointed out that the prices of their raw 
materials fluctuate widely in relation to the prices of the 
products they import. 

Among the measures most often mentioned for attempting 
to stabilize such commodity prices are intergovernmental 
commodity agreements. While the United States fully recog- 
nizes that many countries rely heavily upon exports of pri- 
mary products and do face special problems in the form of 
relatively wide fluctuations in the world market prices for 
some of their major products, it does not believe that the 
cure is to be found in mechanisms for international price 
support or stabilization. In the view of the United States, 
there is too strong a probability that such a cure would be at 
least as harmful as the disease. In general, it is the conviction 
of the United States that maximum reliance upon competitive 
forces in free markets will best promote international price 
relationships conducive to optimum allocation of economic 
resources and advancement of economic welfare. 


PRICE SUPPORTS UNWIELDY AND UNWORKABLE 


It is sometimes alleged that the United States position on 
this matter is inconsistent with its programs which are aimed 
at supporting the prices of United States agricultural products 
in relation to the prices of products which United States 
farmers buy. It may be noted, however, in partial reply, that 
the experience which the United States has had with attempt- 
ing to support agricultural prices domestically, instead of 
being a recommendation for an international price support 
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system, indicates strongly that such a system would, in all 
probability, be unwieldy and unworkable. 

The United States Government fully realizes the seriousness 
of the problems of market instability for primary products 
but believes that the basic attack on them must be through 
the maintenance of high levels of economic activity in the 
industrialized countries and the pursuit of appropriate policies 
of economic development and expansion elsewhere. Especially 
since the United States normally takes about 50 percent of all 
the goods exported from the Latin American countries as a 
group, it is evident that to the extent that the United States is 
successful in its determination to maintain a stable rate of 
economic growth, considerable mitigation of the price fluctua- 
tions which might occur in the absence of this stability can 
be expected. 

United States trade policy is also of great importance to the 
Latin American countries. It may be pointed out, that, while 
there have been individual exceptions, the tariff treatment 
accorded by the United States to imports from Latin America 
is today favorable as a result of tariff reductions under the 
Trade Agreements Program, which was begun in 1934. Some 
two-thirds of all imports from Latin America are on the free 
list and are therefore not subject to duty. And, under our Trade 
Agreements Program, duties on dutiable imports have been 
gradually brought down. Measures taken by the United States 
which tend to relieve or remove impediments to United States 
foreign trade and which encourage other countries to move in 
the same direction are, of course, of real benefit to the Latin 
American countries. ; 

The United States also desires to help the other American 
countries to diversify their economies and therefore lessen 
their dependence on a few exports. It attempts to do this in a 
number of ways. First, it encourages the governments of 
these countries to pursue policies likely to attract foreign in- 
vestors to participate in the work of diversification. It also 
helps encourage such diversification itself through govern- 
mental loans in appropriate cases and through its technical 
cooperation program. 

There were two resolutions adopted by the Conference 
which directly related to the subject of basic products. One of 
these resolutions called for the establishment by the Inter- 
American Economic and Social Council of a permanent com- 
mittee on basic products to study and publicize information 
with respect to the production, distribution and prospects for 
basic commodities. The other resolution gives to the committee 
the task of developing international commodity agreements, 
in cases deemed appropriate by the committee, for dealing 
with the problem of price instability. The United States voted 
for the first resolution and opposed the second in view of its 
belief that international commodity agreements are not an 
appropriate or effective means of dealing with the question of 
price instability. 

Regional Latin American Market. Another question dis- 
cussed at the Conference, and on which there is not a common 
viewpoint among the Latin American countries, relates to the 
question of the development of a regional market or regional 
markets among the American countries. There is a general 
belief that the market provided by individual Latin American 
countries may be too small in the case of some products to 
permit the most efficient scale of production. There has 
accordingly for some time been discussion by the Latin Ameri- 
can countries of the possibility of developing one or more 
regional markets within the Western Hemisphere. Ideas ad- 
vanced have differed, however, as to the caiiiee of countries 
that should be brought within the purview of the market. 
For example, it has been ed that there be one market 
for all of the American republics, including the United States. 
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It has also been suggested that there be one Latin American 
market which would exclude the United States. There have 
also been proposals that there be a number of regional markets 
within the Latin American area, each of which would involve 
a group of countries. Each of these proposals raises serious 
problems. For example, the proposal that the United States 
and the Latin American countries form one common market 
would mean that the infant industries of the Latin American 
countries would be exposed to direct competition from well- 
established United States manufacturing concerns. It would 
also mean that United States producers of such agricultural 
products as wool and sugar would be in direct competition 
with the producers of these products in the Latin American 
countries. 

The establishment of ome common market for all Latin 
American countries would mean that the whule area would be 
developed as an economic unit, in which competitive condi- 
tions would prevail. However, as has recently been pointed 
out in a Pan American Union study entitled, “Liberalization 
of Inter-American Trade,” Latin America as a whole is not 
one region economically but embraces several distinct regions. 
The development of a common market among a few countries 
within the region would, however, also raise dificult problems 
in inter-Latin American relations. 

No concrete proposals for specific common market arrange- 
ments were before the Conference for consideration. It was 
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agreed, however, that such arrangements, properly devised, 
could be beneficial. The United States supported the Con- 
ference resolution on this subject, which declared it to be 
desirable to establish gradually and progressively, a regional 
Latin American market, in a multilateral and competitive 
form, and recommended the continuation of studies designed 
to provide for the development of information essential to 
the establishment of such a market. 

General Economic Agreement. The most publicized Con- 
ference subject was the proposed general economic agreement. 
As you know, such an agreement was signed by the American 
States at Bogota in 1948, but there were so many objections 
by so many of the States that only three of them ultimately 
ratified it. The project was later revived in 1954 at Caracas 
and also at Rio. Consequently, the Secretariat of the IA- 
ECOSOC drafted a text of an agreement based on resolutions 
and declarations made in the inter-American system since 
1889. The substance of this draft contained all the familiar 
topics in inter-American economic relations, including natural- 
ly the controversial ones. It was not possible to arrange for 
inter-governmental negotiations on the draft text prior to the 
opening of the Conference, and at Buenos Aires it became 
clear to the great majority of the governments that negotiation 
of such a document in a period of three weeks was manifestly 
impossible. Accordingly, there was unanimous agreement that 
the whole problem of an economic treaty should be referred 
to the Council of the Organization of American States. 





11-15-57 


SUBSCRIPTION FORM 





City News Publishing Company 


New York 36, N. Y. 


33 West 42nd Street 


Please enter subscription for VITAL SPEBCHES 











VITAL SPEECHES OF THE DAY 


At the same time there was also unanimous agreement on 
an Economic Declaration which was drafted by several of the 
countries and which set forth some of the most important 
principles of inter-American economic relations. It sets forth 
the intention of governments to maintain conditions that will 
promote the maximum economic growth of each country 
through the attainment of high and stable levels of real 
income, employment and consumption, in order that all their 
peoples may be adequately fed, housed and clothed and have 
access to the services necessary for health, education and 
general well-being. To realize these objectives, it calls on mem- 
ber governments to promote ten specific courses of action. 
Perhaps the most important of these is that calling for the 
intensification of efforts, individually and through international 
financial institutions, to expand the flow of public capital to 
the countries of the Americas, by the granting of credits for 
the sound financing of investments considered essential for 
development, and to stimulate private investment therein, for 
the purpose of promoting their economic development and 
strengthening mutually beneficial economic relationships 
among the American nations. 

In commenting to the press on the Declaration at the con- 
clusion of the Conference, Mr. Dillon pointed out that it 
emphasizes the need for cooperation among the American 
Republics; it also stresses that economies are developed and 
living standards are improved to the extent that the countries 
succeed in developing their natural and human resources and 
in increasing the flow of profitable international trade. In the 
development of natural resources, the Declaration makes clear 
that both public and private investment are required, linking 
these two types of investment together in a single paragraph. 
The recognition of the close connection between public and 
private financing is welcomed by the United States, as we have 
continued to stress that the volume of public financing is 
directly related to the amount of private financing which 
countries are able to attract. 

In conclusion, I would say that the Delegations which at- 
tended the Buenos Aires Economic Cidceenn and the 
governments which they represented, may be highly gratified 
at its constructive results. The economic problems of the 
hemisphere were faced squarely and discussed frankly. A 
measure of agreement was reached hitherto unprecedented in 
economic conferences within the Inter-American system. The 
Conference was a further manifestation of the accuracy of 
President Eisenhower's description of the Organization of 
American States as “the most successful sustained adventure 
in international living that the world has seen.” 

While much remains to be done before we can fully realize 
the aspirations expressed in the Economic Declaration of 
Buenos Aires, encouragement may be drawn from the fact 
that Latin America constitutes one of the most rapidly pro- 
gressing regions of the world. The average annual increase of 
gross national product, in real terms, for the area as a whole 
since the end of World War II has been 5.5 percent. This 
compares favorably with the rate for Western Europe or the 
United States. Far from being an undeveloped area, Latin 
America constitutes an economic frontier where the world’s 
most dramatic economic development is taking place. 

The Buenos Aires Economic Conference served to reaffirm 
our conviction that the people of the Americas will exert 
themselves to the hard, resourceful work, the self-discipline 
and the willingness to grapple with difficult problems in such 
a way as to achieve their economic goals. The Conference 
restated the determination of our peoples to depend basically 
on their enterprise to create from their own resources the 
wealth needed for their growth. 





